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Ar AMA’S MID-WINTER PERSONNEL CONFERENCE—traditionally the 
annual meeting place of America’s top executives in personnel and industrial 
relations—you will hear the best of current thinking on important, 
continuing personnel problems. Leading companies will describe how they 
are meeting these problems with long-established, successful techniques 
based on sound experience and practice and with new and sometimes 
unusual methods. 

One of the features of this year’s Conference will be an “Industrial 
Relations Forecast’—a stimulating panel session in which well-informed 
economists and executives will discuss the major trends and events that will 
affect personnel planning in the future: predictions on the economic out- 
look; planned and proposed governmental legislation; educational plans to 
meet current and expanding industrial needs; long-range forecasts on the 
composition and utilization of the work force. 


HIGHLIGHTS OF THE CONFERENCE PROGRAM 


e Manpower Resources—Keystone of Company Progress 
e Executive Selection and Inventory 

e Forecasting Manpower Needs—A Tested Formula 

e Hidden Costs in the Labor Contract 

e An Integrated Approach to Management Development 
e Training Engineers to Manage Mergers and Acquisitions 
e Practical Personnel Budgeting 

e Organization for Improved Management Performance 
e Do You Know What Your Employees Want to Know? 


Don’t miss this most important meeting in the AMA industrial relations 
year: register today. 


AMERICAN MANAGEMENT ASSOCIATION, INC. 
1515 Broadway + Times Square - New York 36, N. Y. 
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The AMA Program: « 
No. 3 of a Series 


Matching Management’s Needs 


THE GROWTH of the AMA program parallels industry’s rapidly 
increasing recognition of management as a profession. This year, 
over 70,000 executives will attend AMA Conferences, Courses, 
Seminars, Clinics, and related activities, which provide a medium 
for the mutually beneficial exchange of the experience and knowledge 
of successful practitioners in management. 

For individual executives, who want current information on 
latest developments in management philosophy, trends, and techniques, 
the AMA program includes: 





1. General Conferences 


These large-Seale, national moGlings —held ihe ear by several 
of AMA's divisions—-give you an opportunity to bs authoritative 
speakers and panel groups outline their successful programs. Accurate 
and factual imterpretations..of ‘new events !and policies in industry, busi- 
ness, government, and education are given by leaders in the field. These 
Conferences give an over-all view, through ions On a variety of 
specific subjects within the a ‘Proven, practical ideas 


and methods. ~~ 





2. Worksholp Seminars je Ree % 
Limited” to 15 participants, “these three- -day mee are devoted to 
thorough and $€ discussion of a single oa or problem, 
under the chairmanship of outstanding practit ; well equipped by 
knowledge and experience. The discussion is ully guided by the 
Seminar leadess. to assure that each participant's ms and suggestions 
are fully covered, so that valuable information brought out can be 
measured, evaluated, and applied to the individual’s own situation. 


3. Periodicalas and Publications: 

AMA publishessfour magazines written by 
MANAGEMENT” w (monthly) provides form, each month’s 
best in business reading, drawn from hundred® blications, as well 
as feature articles and book reviews. MANAGEMENT News is a monthly 
bulletin of trends and forecasts, with timely editorials on current busi- 
ness problems. PERSONNEL (bi-monthly) is the most widely-read profes- 
sional journal dealing with industrial relations and personnel problems. 
SUPERVISORY MANAGEMENT, which is offered on a special subscription 
basis, is written for a!l who supervise others, and contains articles designed 
to help supervisory personnel improve their own performance. In addition, 
printed reports of papers and discussions at AMA General Conferences 
are regularly issued. Within each AMA. division, ‘these publications 
constitute a unique, up-to-date survey of new and standard practices in 


the field. 
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BUSINESS DIGESTS OF THE MONTH 


Banner Year for Business: Top 
Economists Look at 1957 


1957 wit BE the best business year 
in history, at least in dollar terms, 
according to the annual survey of 
leading economists by F. W. Dodge 
Corporation. In the collective opinion 
of the 221 economists polled, three 
conclusions stand out: 

1. Business activity will set new 
records in 1957 in dollar terms, but 
this will be primarily the result of 
shrinkage in the purchasing power 
of the dollar, rather than a real in- 
crease in output. 

2. The consumer and wholesale 
price indexes will continue to rise, 
moderately but definitely. 

3. The rise in prices will be 
primarily the result of wage increases. 

The economists surveyed presented 
specific forecasts for nine major eco- 
nomic indicators: 

1. Gross National Product. The 
economists show a high degree of 
unanimity in forecasting a further 
steady increase in total dollar output 
of goods and services, with the most 
rapid rise in the first half of 1957 
and relatively smaller increases in the 
second half of the year. The median 
forecast for the end of 1957 is for 
a seasonably adjusted annual rate of 
GNP at $420 billion, about 3 per 
cent above the rate reported for the 
second quarter of 1956. 

2. Cost of Living. The economists 





are even more unanimous in expect- 
ing a rise in the BLS consumer price 
index; 90 per cent say that the index 
at the end of 1957 will be above the 
mid-1956 level. The index stood at 
116.2 in June of this year; the median 
forecast of the economists is 118 in 
mid-1957 and 119 at the end of 
1957. More than three quarters of 
the economists thcught the index 
would be 118 or above by the end 
of next year; a third of the total set 
the figure at 120 or above. There is 
a much stronger feeling of rising 
prices in this year’s survey than there 
was last year. 

3. Wholesale Prices. In June of 
1956, the BLS wholesale price index 
stood at 114. The economists in gen- 
eril expect the index to rise through 
the first half of 1957, then to level 
off. Tie median forecast for the index 
is 117 by the middle of 1957, with 
that figure remaining through the 
year. Again, the underlying feeling 
of inflation is more pronounced than 
in last year’s survey; 90 per cent of 
the economists think the index will 
rise, and fully a third expect that it 
will reach 118 or above by the end 
of 1957. 

4. Average Hourly Wages. The 
economists were not asked for numeri- 
cal forecasts on this subject, but were 
asked to state whether they thought 





For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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the wage trend would be up, down, 
or unchanged in durable and non- 
durable manufacturing and in build- 
ing construction. Almost all replies 
predict an upward trend. For durable 
goods manufacturing, only five econ- 
omists saw a downturn; 10 felt 
there would be no change, and 200 
said the trend would be upward. 
The pattern for non-durables was al- 
most the same, with 190 forecasting 
an upward movement, 22 foreseeing 
no change and three indicating a 
downturn. Only in building construc- 
tion did a sizable number question 
whether there would be an increase, 
but even here a large majority predict- 
ed rising wages; the figures were 166 
up, 42 no change, and seven down. 

5. Industrial Production. While 
the economists expect a moderate 
increase in gross national product, 
they do not, on the average, expect 
any significant increase in industrial 
output as measured by the Federal 
Reserve Board’s index of industrial 
production. This is not at all para- 
doxical when it is remembered that 
the GNP figure is in dollars, while the 
industrial production index is in 
terms of physical output. The con- 
clusion would seem to be that they 
expect the rise in GNP to be largely 


_inflationary. The median forecast is 


that the index will be 145 through- 
out 1957. 

6. New Plant and Equipment Ex- 
penditures. New plant and equipment 
expenditures in 1955 totalled about 
$29 billion, and the Department of 
Commerce estimates total business 
expenditures at about $35 billion in 
1956. The economists in the survey 
are almost unanimous in expecting 
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® 
that 1957 will be another extremely 
high year for plant and equipment 
expenditures; 149 economists expect 
that the 1957 total will be higher 
than last year’s. The average fore- 
cast is for plant and equipment ex- 
penditures of $37 billion, with about 
three-quarters of the economists set- 
ting the figure in the range from $35 
billion to $40 billion, inclusive. 

7. Total New Construction. Opin- 
ion among the economists is less 
unanimous on the construction out- 
look than it is on the other major 
indicators. The average forecast in- 
dicates a very slight rise in the value 
of construction put in place. During 
the first half of 1956 the annual rate 
was a little under $44 billion; on the 
average, the economists expect it to 
go to $44.5 billion in the first half 
of 1957 and to $45 billion in the 
second half of 1957. The forecasts 
for the second half of 1957 tend 
to scatter widely, with substantial 
numbers at every level from $40 
billion through $48 billion. 

8. New Housing Starts. The econo- 
mists are somewhat more in agree- 
ment on the number of new non- 
farm housing starts to be expected 
next year. The total for 1956 is 
very close to 1.1 million, and this 
is also the median forecast of the 
economists for both halves of next 
year. It is perhaps significant that 
few of the economists expect any 
sharp increase or decrease from this 
year’s level; 75 per cent place the 
annual rate during the second half 
of 1957 at 1 million to 1.2 million. 

9. Personal Consumption Expendi- 
tures. Personal consumption expen- 
ditures have been steadily increasing 
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in recent years, and the economists 
in the survey are practically all of 
the opinion that this increase will 
continue next year, at least to a 
moderate degree. In the first half of 
1956, the annual rate of personal 
consumption expenditures was a little 
under $263 billion. Nearly 90 per 


cent of the economists expect that the 

1957 rate will be higher than that. 

The median forecast for 1957 is 

$270 billion, and a third of the eco- 

nomists set the figure at $275 bil- 
lion or higher. 

= George Cline Smith. 

ARCHITECTURAL RECORD, 

November, 1956. 


Laying the Groundwork for Better Delegation 


THE success of any business organi- 
zation—the extent to which its 
objectives are achieved satisfactorily 
and economically—depends upon cor- 
rect delegation of authority and re- 
sponsibility. A company can stream- 
line its processes and improve its 
products, but it won’t reap the full 
benefit unless it has a smooth-work- 
ing, forceful and fully integrated 
management team—and this is pos- 
sible only if delegation is understood 
and employed to the fullest extent. 
Apart from an executive’s willing- 
ness to delegate, the extent of dele- 
gation possible depends on two fac- 
tors: What can and cannot be dele- 
gated, and how much delegation can 
be accepted by subordinates. 
Administrative functions—forecast- 
ing, planning, organizing, directing, 
and controlling—can be delegated 
relative to the delegated areas of re- 
sponsibility. This means, in effect, 
that while the over-all responsibility 
for each of the functions cannot be 
delegated by the senior executive, he 
can be relieved of the administration 
(and therefore the detail work) as- 
sociated with the delegated areas. 
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But in delegating detail work, the 
chief executive builds up the amount 
of coordinating effort required of him. 
The extent of his coordination task 
determines to a very considerable de- 
gree the extent of his span of con- 
trol. 

The amount of coordination neces- 
sary is greatest when the over-all job 
is broken down into delegated areas 
on a functional basis—selling, manu- 
facturing, buying, and so on. It is 
least when the delegated areas can be 
made as autonomous as possible, by 
splitting the operation of the com- 
pany on a geographical or product 
basis, each of the units being respon- 
sible for its own buying, manufac- 
turing, selling, and so on. 

The reason, of course, is that coor- 
dination of functions is necessarily a 
continuous process, even when objec- 
tives are established for each. And 
the coordinator has to handle men 
with opposing viewpoints: The sub- 
ordinate in charge of production 
wants the highest possible prices, the 
longest allowable delivery times and 
large stocks of materials to draw upon; 
the subordinate responsible for sales 
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demands competitive prices, immedi- 
ate delivery and absolute top quality; 
the financial man wants low produc- 
tion costs and high prices, and inven- 
tories kept as low as possible. Each 
feels his own viewpoint is the im- 
portant one; moreover, each by the 
nature of his specialized training and 
experience finds it difficult to appre- 
ciate his colleagues’ viewpoints. 

On the other hand, coordination of 
areas delegated on a geographical or 
prod-.ct basis is reduced to a mini- 
mum because of their relative au- 
tonomy. It is true that at some point 
a function split and coordination of 
functions has to be provided for. But 
the farther down the organizational 
pyramid this coordination can be 
placed the easier it becomes. For as 
the size of the operational unit de- 
creases, communication and _ team- 
work are facilitated. The “family” 
atmosphere becomes more marked 
and coordination approaches an auto- 
matic process among colleagues work- 
ing closely together. 

The relegation of functional coor- 
dination to the lowest possible level 
will reduce the management load and 
establish the most economic manage- 
men structure. To be effective, how- 
ever, delegation of responsibility on 
the levels above the functional split 
must be as full and complete as 
possible—each unit must approach 
autonomy to the maximum extent. 
And the degree of autonomy depends 
to a very large measure on the dele- 
gation of decision-making. 

In a recent analysis of decision- 
making by Dr. Ernest Dale, of New 
York, three types of delegation were 
defined : 
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1. Delegation of routine, repeti- 
tive decisions that a manager is ex- 
pected to make without reporting that 
they have been made. 

2. Delegation of decisions that 
do not need to be reported until they 
have been carried out—e.g., the deci- 
sion to hire and fire personnel, to buy 
equipment and approve expenditures 
that are covered in the departmental 
budget. 

3. Delegation of decisions which 
affect or might affect other executives 
or other parts of the company. They 
include decisions on obviously major 
matters like adopting a new product 
or sales technique. 

There should be no difficulty in 
fuliy delegating the first two types of 
decisions. Though it is more difficult 
to delegate the third type, it can be 
done to a large measure. The sub- 
ordinate can find out the reactions of 
the other executives involved; by 
constant testing of similar decisions, 
he will be well-informed on company 
policy and his chief’s interpretation 
of that policy; through informal meet- 
ings he will have many opportunities 
to sense the probable reactions of his 
chief during the building-up of his 
decisions. In very many cases, there- 
fore, the good executive can arrive at 
his own decision and impiement it 
after the briefest consultation with 
his chief. 

This relegation of functional coor- 
dination to the lower levels and its 
replacement in the upper levels by 
coordination of product or area divi- 
sions, with their greater degree of 
autonomy, makes the question of ex- 
ecutive caliber vitally important. The 
upper ranks no longer can consist of 
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functional specialists. They must be which general managership demands. 


staffed instead with general managers = From an address by Bruce A. C. 
—replicas of the Chief Executive— Hills before the Society of In- 
with the wider experience, broader dustrial and Cost Accountants of 
vision, and absence of functional bias Ontario. 


Developing Better Managers—A Survey 
of Company Policies 


ALTHOUGH OVEK HALF (62 per cent) of the 177 St. Paul firms partici- 
pating in a recent study of management development programs report 
having a definite policy of developing personnel for (or in) managerial 
positions, none are making full use of available facilities and techniques. 
The survey, which was conducted by the management development 
laboratory of the University of Minnesota, showed that greater use is 
made of facilities at supervisory levels, in genvral, than at higher man- 
agement levels. 

Responses indicate that only 64 per cent of the companies have definite 
goals and objectives for the development of managers. About 11 per cent 
hheve n.apager cot Jevelupr.ont goals stated in writing; about 36 per cent 
report that goals are well known throughout the organization; and about 
18 per cent feel they have very definite goals, which are neither stated in 
writing nor known throughout the organization. 

. Activities carried on by the respondents to improve manager perform- 
ance and prepare managers for advancement include descriptions of mar:- 
agement positions at one or more levels, which were reported by 73 per 
cent of companies with management development policies and 54 per 
cent of those without 

Formal salary structures for managers were reported by 66 per cent 
of companies with such policies and 65 per cent of those without. 
Appraisals of present performance and of potential were reported more 
often by companies with policies than those without; 38 per cent of the 
former and 31 per cent of the latter reported that they schedule replace- 
ments and assignmerts of managers. More companies with definite 
policies conduct regular and periodic recruiting for training and devel- 
opment, whereas companies without policies rely more frequently on 
direct assignment to management positions. 

Special training (such as university courses, company classes, job 
rotation, counseling, etc.) was reported by 90 per cent of companies 
with management development policies and only 5+ per cent of those 
without. 

—lIndustrial Re!ation News (230 
West 41 Street, New York 36, N. Y.) 9/1/56 
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ands. How Ideas Get Lost in Committees 


A. C. ita | 

I COMMITTEES OFTEN SUFFER from a psychological quirk that can amount | 
f In to a serious hazard. There are always a number of members who know | 
its of little about any given subject brought up before the committee. This is 
stario. 


not necessarily their fault; it is often impossible for anybody but a 
project’s immediate sponsor to know much about it in advance. Never- 
theless, the average member feels a very human obligation to justify his 
membership by comment on the proposal. Indeed, in some companies he 
knows he had better, or the Big Boss will think he is a deadhead. | 
If you don’t know the ins-and-outs of a proposal, it is difficult to com- | 
ment on it constructively, but you can always find some doubt to cast i 
or some criticism to make. In fact, the less you know about a subject, i 
the more such questions you can raise. If the project’s sponsor is a gifted i} 
discussion-handler, he can dispose of your ne, tive comments. If he isn’t, | 
that’s just too bad. 
7 According to Charles F. Kettering, General Motors’ research chief, 
1 “The surest way to kill a valuable new proposal is to lay it before the 
average committee.” It is largely up to the corporate head and— through 
him—his committee chairman to create an atmosphere in which com- 


" mittee members will not be reluctant to remain silent and listen or to 
4 accept facts with an open mind—an atmosphere in which committees 
can seek the spark of life in a proposal, not its death. 
" —Management Briefs (Rogers, 
t Slade & Hill, New York) No. 76 
it 
it 
n 
| 
& 
: Your Personal Break-Even Point 
< THE EXECUTIVE whose salary today is only two to three times what he | 
. made in 1939 is on a treadmill going nowhere fast. Inflation and taxes 
‘ have seen to that. 
« For example, take the man who earned $25,000 in 1939. He paid 
i. $1,727 for federal income and social security taxes, netting $23,273. 
- Today, that same man would have to earn $67,727 to have the same 
e purchasing power he had 17 years ago. His taxes would be just short 


l- of his former income-—$24,998—and inflated prices would rob him of 
$19,456, leaving a net income in 1939 dollars of $23,273. 


‘ The computation, by the National Industrial Conference Board, 

b is based on federal taxes for a married man with two children. No 

se allowance is made for other taxes. 

m Here are some other equivalents: A 1939 salary of $5,000 equals 
$10,583 today; $10,000 then would call for $22,428 now; a $50,000 ; 

0 a year salary in 1939 is equivalent to $159,030 in 1956. 

6 —Sales Management 10/5/56 
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Silent Sound: A New Tool for Industry 


Sounp that is pitched so high it 
cannot be heard is being put to work 
in an ever-increasing number of in- 
dustries. It is saving time and labor 
already in the metals, petroleum, 
electronics, chemical, food, and other 
fields. It is being used in medicine, 
in Navy and Air Force maintenance 
work, and in atomic energy plants. 
And engineers in the thriving young 
ultrasonics business believe they have 
barely begun to tap the potential ap- 
plications. 

In simplest terms, ultrasonics is 
the science of inducing, and making 
practical use of, mechanical vibra- 
tions at frequencies above the audible 
range, or above about 18,000 cycles 
per second. Most of the modern 
equipment produces the desired vi- 
brations electrically. 

Such vibrations, or sound waves, 
have spectacular and varied effects. 
For example, they can enable cutting 
tools to drill or slice quickly into the 
hardest and most brittle substances— 
including diamonds. Ultrasonic tools 
are being used increasingly for such 
purposes as cutting crystals and jewel 
bearings for instruments, shaping 
transistors, and drilling square and 
other special-shaped holes. 

Ultrasonic vibrations in a container 
of cold water and a common deter- 
gent set up a “cold boiling” effect as 
a result of the formation and collapse 
of millions of tiny vapor bubbles. 
This breaks the surface tension of 
grease and other contaminants and. 
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in a microscopic “blasting” action, 
scrubs clean whatever object is im- 
mersed in the liquid. And the scrub- 
bing penetrates the deepest recesses 
of the part to be cleaned—the hollow 
tubes of hypodermic needles or the 
insides of auto engine blocks, for 


example. 
Applications of this cleansing 
principle are growing, particularly 


in the manufacture of precision 
electronic and guided missile com- 
ponents, for auto and machine tool 
parts, in hospitals for rapidly and 
thoroughly cleaning surgical instru- 
ments, and in nuclear plants to help 
decontaminate radioactive materials. 

Beamed through metal or other 
material and allowed to echo back 
again to a measuring device, ultra- 
sonic vibrations are being used in 
a radarlike application to gauge 
thickness or detect flaws or corrosion 
—in pipelines or large oil tanks, for 
example. Ultrasonically _ vibrating 
wands immersed in flowing or cook- 
ing liquids are used to measure vis- 
cosity for close quality control in the 
manufacture of paints, inks, candy, 
soups, and other liquid products. 

Ultrasonics also are used in the 
“cold welding” of dissimilar metals, 
a process that, in effect, “jolts” the 
molecules together to form a strong 
bond. The vibrations are used in 
improving soldering and electroplating 
techniques and even speeding the 
processing of hops for beer. 

At least two schools of textile tech- 
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nology have research under way into 
methods of using ultrasonics to in- 
crease the efficiency of bleaching and 
dyeing. And technical reports are 
beginning to show up in other in- 
dustries on progress made in apply- 
ing “silent” sound to such varied 
operations as scouring wool, grinding 
and forging metals, concentrating 
ores, accelerating fermentation in 
pharmaceutical manufacturing, de- 
gassing molten metals, and drilling 
oil wells. 

The ultrasonics business has 
evolved aimost entirely since World 
War II, and the majority of the com- 
panies making the equipment are 


Incentive Plans in 


Some Pros 


Topay, when competition for tech- 
nically trained personnel with intel- 
ligence and drive is at an all-time 
high, no producer of industrial prod- 
ucts can afford to pass up the possi- 
bility that a tailor-made incentive 
compensation plan could substantially 
help his marketing program. While 
it is true that the stubborn simplicity 
or extreme complexity of many in- 
dustrial marketing situations defies 
the development of workable plans, 
this does not mean that incentive 
compensation is a management tool 
only for sellers of consumer goods. 

A crucial initial decision in setting 
up an incentive plan is whether to 
reward only actual sales volume and 
disregard effort to a large degree, or 
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small, fast-paced outfits furiously 
busy developing new processes. It is 
estimated that at least 50 concerns 
are active in the new field. 

Sales estimates for the industry 
vary sharply. W. C. Potthoff, presi- 
dent of the Ultrasonic Manufacturers 
Association, which has 19 member 
companies, and of Aeroprojects, Inc., 
West Chester, Pa., says sales of ultra- 
sonic equipment this year will be be- 
tween $15 million and $25 million. 
Other manufacturers insist the volume 
will be much higher. 


a Jack R. Ryan. 
THe New York TIMEs, 
November 11, 1956. 


Industrial Selling: 
and Cons 


whether to reward excellent effort 
even if, for some good reason, extra 
sales dollars are not forthcoming as a 
result. 

Here are a few important market 
situations which may make it difficult 
to evaluate the actual contribution of 
a salesman: 

1. A few majer customers may 
account for a large proportion of sales, 
with the result that these key accounts 
are cultivated by sales executives, dis- 
trict managers, technical specialists 
and others, making it difficult to 
isolate the contribution of the regular 
salesman. There is no easy solution 
to this problem. Some companies re- 
move such accounts from the incen- 
tive plan, classify them as “house 
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accounts,” and consider the motiva- 
tion of salary level and promotion as 
adequate to reward the salesman for 
servicing the customers. Others leave 
the accourts in the plan, considering 
the salesman as the quarterback who 
calls the signals on the use of execu- 
tive and specialist selling. This role 
qualifies the salesman for incentive 
rewards. 

2. An important problem arises 
when a company is both a large cus- 
tomer and ‘a major supplier. Here, 
sales results may be determined more 
by the total relationship than by any 
activity on the part of a salesman. 
This type of situation may be handled 
either by the house account method 
or by a reduced percentage reward 
for salesmen with such customers. 

3. The opening of a new plant in 
a territory, an unforeseen shortage of 
supply, an epidemic situation, tech- 
nical developments, market shifts, 
and other unpredictable windfalls can 
result in rewarding a salesman for 
developments not related to his own 
efforts. Protection against these con- 
tingencies can be provided either by 
specific clauses in the plan or by a 
simple percentage ceiling on total 
incentive reward. Unexpected de- 
creases should be handled by a review 
board, perhaps with alteration of the 
compensation base as an equitable ad- 
justment. 

These and other variables can 
create substantial inequities in the 
case of some salesmen in any given 
time period. Most industrial sales 
executives feel that an incentive plan, 
to be effective, must come close to 
mathematical precision in establish- 
ing a relationship between reward 
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and sales effectiveness, or it will do 
more harm than good. However, 
many industrial salesmen are willing 
to live with the possible inequities of 
an incentive plan in order to obtain 
its benefits. 

Sales management generally has 
reservations concerning the effects of 
an incentive plan on sales adminis- 
tration and control. Some of their 
questions are: 

1. Will too high an incentive lead 
to short-term, unsound selling prac- 
tices, rather than long-range invest- 
ment type selling? Will too small an 
incentive be ineffective and be con- 
sidered by the sales force an inferior 
substitute for good salary administra- 
tion? 

2. Will cultivation of new, small 
accounts or introduction of new prod- 
ucts be hampered? 

3. Some men are already turning 
in a superlative performance, and an 
incentive plan could not increase 
their effectiveness. Therefore, will 
the plan only reward the mediocre 
performer? 

Many of these doubts can be dis- 
solved if it is made unmistakably 
clear that the salesman’s long-run 
career development rests primarily on 
salary administration and promotion, 
rather than on the moderate benefits 
of an annual incentive plan. With 
this understood by all concerned, a 
good climate of cooperation can be 
readily established. 

Statistical measurement of sales 
performance can balance the exercise 
of subjective judgment or the simple 
use of last year’s sales as a standard. 
If product statistics are not available 
in all cases, forecasts based on the 
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ill do customer’s industry can sometimes be which sell infrequently and bring in 
wever, used instead. low profits when they do sell. 
villing The sales incentive plan must co- Some companies seem to feel that 
tes of ordinate the objectives of the firm an incentive plan reduces their con- 
obtain with those of the individual salesman. trol of the daily activities of a sales- 
It is at this point that a program can _— man, while others believe that a care- 
» has | 8° wrong by misdirecting incentive. fully devised plan is an excellent 
yr” For example, a company whose main method of improving control through 
minis- | Objective is long-run profit may decide _ indirect supervision. This difference 
their against basing incentive compensation of opinion indicates the importance 
on the profitability of the item sold, of the individual company’s character 
» fend perhaps because some of the profitable and problems in determining its need 
prac- items are in high demand, and the for an incentive plan. However, in 
ine. company does mot want to reward the many cases, incentive plans can 
ol on salesman for doing something that strengthen two basic motivating fac- 
poquames little effort. But the effect tors in job satisfaction and superior 
Sein of this decision a reward effort by performance: reward and recognition. 
sieht offering a higher incentive for sales ute sen Gratien 
of hard-to-push items can only be de- (Aideresn & Seeitans, tue.. 
trimental to the company, because it Philadelphia,) 
— directs the salesman’s efforts to items Vol. IX, No. 11. 
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ikably It is with deep regret that the Association reports the death, on 
ig-run December 20, 1956, of Alden G. Roach, a Director of AMA and 
ily on Vice President in Charge of its General Management Division. Mr. 
otion, Roach, who was 55 years old, died in an airplane crash near 
nefits Tyrone, Pennsylvania. 
With Early in his career, Mr. Roach was associated with the Union 
ed, a Iron Works, which later merged with two other companies to form 
be the Consolidated Steel Corporation, Ltd. He later became presi- 
dent of this company, which in 1945 changed its name to Con- 
solidated Western Steel Corporation. 
aren At the time of his death, Mr. Roach was President of the 
— Columbia-Geneva Steel Division of the United States Stee] Corpo- 
imple ration. He was a director of several other corporations, and had 
mee been a member of AMA’s Board of Directors since 1954. 
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What Workers Think About Their Unions 


UNION MEMBERS, in general, like their unions. They believe that their 
officers are doing all right by them and earning their salaries; and they 
also believe that their dues are well spent. 

These are some of the results shown in a survey made by the Indus- 
trial Relations Center of the University of Minnesota and reported in 
a recent issue of Mill & Factory. Surveyed were 1,251 union members 
from 13 union groups representing about 14,000 union members. 

Here are some of the specific results of the survey: 

The statement, “If it were not for unions, we'd have little protec- 
tion against favoritism on the job,” brought agreement from 90 per 
cent of union officers and 82 per cent of the rank and file. Nine per 
cent of the officers and 13 per cent of the rank and file, however, 
disagreed. 

Fifteen per cent of the rank and file, as against 9 per cent of officers, 
thought that unions impose “too many restrictions on employers,” and 
19 per cent of the rank and file agreed that “union rules often interfere 
with the efficient running of the employer’s business.” 

Only 16 per cent of the rank and file disagreed with the statement: 
“Officers of my union are chosen because they are real leaders,” but 
28 per cent wouldn’t say yes or no. 

Thirty-eight per cent of the rank-and-filers registered indecision when 
confronted with the statement, “My union spends too much time and 
money on political action,” but only 18 per cent actually agreed. Forty- 
five per cent of rank-and-file members and 65 per cent of the officers 
definitely disagreed. Thirty-eight per cent of union members, and 4 
surprisingly large proportion of officers—16 per cent—said they thought 
workers should not have to join a union in order to hoid a job. 

A statement that brought sharp disagreement between union rank- 
and-filers and their officers had to do with attendance at union meet- 
ings. Fifty-seven per cent of the officers thought fines should be levied 
for failure to attend meetings, but 59 per cent of the rank-and-file mem- 
bers were on the other side of the fence. 





HALF OF INDUSTRY'S $80 billion annual bill for paperwork is unneces- 
sary, according to Ben S. Graham, director, methods research, Standard 
Register Co. One-fourth of all paperwork done by clerical, production, 
and management people is totally unnecessary, representing $20 billion a 
year. Another $20 billion is lost because people doing paperwork are 
functioning at only half of capacity. 
—Industrial Relations News 
(230 West 41 Street, New York 36, N. Y.) 9/22/56 
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How to Reorganize Without Crisis 


Your BUSINESS is changing. Growth, 
diversification, increasing competition 
are constantly forcing alterations in 
methods or structures, ranging from 
a simple reassignment of duties to a 
revision of the entire organizational 
setup that has served a company for 
generations. 

Whatever the goal, the hoped-for 
benefits of change are seldom fully 
realized. Often it takes years for 
people to function effectively under 
the revised plan, and the costs of 
making the change, both in terms of 
lost profits and human anxieties, are 
sometimes very great. These costs 
can be reduced or eliminated if top 
management will realize that a com- 
pany consists of people whose capaci- 
ties, psychological make-up, personal 
goals, informal relationships, and 
value systems must be carefully taken 
into account when organizational 
changes are made. 

It ‘is essential, first of all, that 
the company’s top executive be pre- 
pared to do everything necessary to 
make the pian a success. If he does 
not do his part, resistance and inertia 
down the line will increase. In such 
cases, it would frequently have been 
better never to have undertaken the 
plan at all. 

The capacities and limitations of 
key personnel—and the impact of the 
change on them—must be carefully 
considered. Sometimes the plan can 
be modified to deal with the human 
factor. A sales manager who is weak 


JANUARY, 1957 


in planning and control, for example, 
can be reinforced by a strong prod- 
uct manager or a sales planning and 
analysis staff. 

The compensation plan and man- 
agement incentives should be revised 
to implement the new organizational 
structure. If the new arrangements 
emphasize the profit responsibility of 
executives and involve greater risk to 
the individual than the old ones, the 
compensatior plan should provide 
for greater earnings to individuals 
who are successful. 

The more new things that have 
to be learned in order to make the 
new plan effective, the greater will 
be the difficulty in getting it ac- 
cepted and functioning smoothly. 
When setting up a timetable for 
change, the company should recog- 
nize that everything does not have 
to be done at once. It can establish 
a long-term objective and then phase 
its changes, depending upon the 
availability of qualified personnel, as 
well as other considerations. 

Resistance to change is one of 
the toughest problems top management 
will come up against. This resistance 
develops because people: (1) do not 
know what is expected of them; (2) 
do not know the change is important; 
(3) do not know how to change; 
or (4) feel psychologically threatened. 

The first step in reducing resist- 
ance is to get factual statements out 
ahead of morale-damaging rumors. 
The official announcement of the 
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change should be explicit, both as 
to the over-all purpose of the plan 
and as to the specific goals of each 
executive. It should spell cut con- 
cretely what will be expected of each 
management level and what the bene- 
fits and costs will be. 

After the plan has been explained, 
the meeting should break up into 
small groups, to permit the partici- 
pants to discuss their new functions, 
what problems they expect to meet, 
and how they propose to meet them. 

Translating intellectual understand- 
ing of the new plan into effective 
implementation is the next step. 
Resistance during this process can 
be lessened by establishing the proper 
conditions for learning new ways of 
doing things. In one company pre- 
paring for decentralization, manage- 
ment set up product boards made up 
of the men who were slated to run 
the various product divisions under 
the new plan. These boards took up 
all the problems they would have to 
tackle if they were actually manag- 
ing the divisions. Since they had 


authority to recommend only, top 
management could catch and correct 
errors before their decisions were 
acted upon. When these boards had 
demonstrated their ability to assume 
full responsibility, the company 
shifted to the divisional plan of 
management. 

To ease the insecurity feelings that 
come with doing things in new ways, 
a good deal of hand-holding is needed 
during the transition process. In ad- 
dition to offering direct encourage- 
ment, top management can help es- 
tablish the self-confidence of insecure 
individuals by giving them opportuni- 
ties to achieve a quick success of 
some kind. 

Finally, it is most important to 
conduct a continuous evaluation of 
progress during the organizational 
change. Such an appraisal will bring 
to light both human and technical 
problems that need adjustment if 
the new plan is to be fully effective. 

sEwing W. Reilley. 
NATION’s BUSINESS, 
Vol. 44, No. 7, p. 74:7. 


Capital Spending: No Drop in Sight 


In 1956, business spent more money 
than ever before on new plants and 
equipment. In spite of construction 
delays and equipment shortages, man- 
ufacturing capacity has risen 8 per 
cent over 1955, with large additions 
also in supporting industries such as 
mining, transportation, electric power 
and communications. 

How long will it go on? Isn't capi- 
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tal spending likely to come down with 
a crash from the high level of the 
past year? These are perfectly good 
questions, because plans for capital 
expenditures are subject to revision 
as conditions change. Moreover, the 
history of capital spending shows that 
it goes in waves. Most recently, the 
wave that crested in 1952-53 was 
followed by a dip in 1954-55. 
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There is no way to predict exactly 
how long the present wave of capital 
spending will last. However, advance 
indications are that capital spending 
will show another large gain in 1957. 
Here are the signs: 

1. As far back as May, 1956, 
business had plans to spend as much 
in 1957 as in 1956. 

2. All the plans for 1956 have not 
been carried out. Shortages have de- 
layed construction—adding to 1957 
spending. 

3. The steady flow of new products 
and new processes has created new 
opportunities for capital spending. 
Many fresh projects are being con- 
sidered as firms make up their capital 
budgets for 1957. 

4. Prices of capital goods rose 
about 7 per cent in the past year, and 
there may be further increases in 
1957. So capital spending plans will 
be figured at these higher prices. 

5. Business has the money. At 
least, it has more to spend than it 
did a year ago, because it has been 
raising more. The huge volume of 
security issues in recent months is 
mostly earmarked for new plant fa- 
cilities. 

What will all this money buy? 
Some capital expenditures are being 
made to increase capacity, of course. 
Other expenditures are being made to 
reduce costs—or rather to hold costs 
in check, since better equipment by 
itself will not be enough to offset large 
increases in wages and material costs. 
But in addition to these expenditures, 
there is an ever-increasing volume of 
capital spending that simply goes to 
make work safer and easier and to 
make products better. Industrial re- 
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search is constantly developing new 
processes to be installed, new prod- 
ucts that call for special production 
equipment. 

Automation is a big part of this 
picture, since it reduces the number 
of dirty or dangerous manual jobs 
and improves product quality. Cus- 
tomers insist on quality, just as work- 
ers insist on safety. So industry buys 
the automatic tools, even when the 
cost runs to $200,000 or $300,000 
for an individual machine, and $50 
million to $100 million for a complete 
plant filled with such machines. 

Research will bring great changes 
in our production techniques over the 
next 10 years. As new processes are 
developed, companies must spend 
money to install them, or fall behind 
in the competitive race. 

The pressure to bring new products 
on the market is even more intense. 
One out of every four manufacturing 
companies reported in McGraw-Hill’s 
spring survey of capital spending plans 
that a significant share of its 1956 
capital spending was for facilities to 
make new products. 

Can anything stop this onrush of 
capital spending? Spending is not 
going to stop for lack of new products 
or processes, but, it may slow down 
if we get too much capacity for con- 
ventional products and start produc- 
ing faster than we can sell. That 
would mean price-cutting, lower prof- 
its, and a shortage of cash to finance 
new projects. 

Aside from the statistics, there are 
some important facts concerning ca- 
pacity which support the view that 
such over-production is not likely. 
Much of the capacity listed in our 
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totals consists of obsolete, high-cost 
plants and equipment. They are kept 
as a reserve of productive capacity 
and will not be used when newer 
facilities can do the job. 

It should also be noted that product 
changes can reduce a company’s ef- 
fective capacity very quickly. Finally, 
whenever a new product or process is 
invented, some plant that is suitable 
only for the old product or old process 
begins to operate at less than capacity, 
and quite often it becomes completely 
idle. 

It would be foolish to assert that 
a year from now conditions will favor 
another great surge of expansion in 
manufacturing capacity. The expan- 
sion that began in 1955 and will con- 
tinue in 1957 is developing the re- 
serve capacity that companies want 
for future needs. So over the next 
few years—in contrast to the past 
few—expansion will gradually fall 
into line with population, income, and 


other growth factors in our economy. 
This does not mean that actual cap) 
ital expenditures will dectine sharply. 





They may continue to increase, f 
several reasons: 

1. It is costing more to achie 
any given increase in capacity. 

2. Industry will spend lar, 
amounts on replacement and modern, 
ization. 

3. The great increase in manufac! 
turing capacity has not been accom 
panied by an equal increase in non 
manufacturing capacity, and expen 
ditures are likely to rise in such fiel 
as mineral resources, reoeyotat 
and electric power. 

It a'l adds up to this: If the build 
up in capacity goes too fast in 1957 





expenditures may slow up for a ti 
but in our economy «.f innovation, ti 
pause cannot be for long. 






= Dexter M. Keezer and Rovert P. Uli 
SALES MANAGEMENT 
November 10, 1956, ». 77:6 














“There he goes playing favorites again.” 
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—Reprinted by special permission of The Satur 


Evening Post. Copyright 1956 by 
Curtis Publishing Com 
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Today’s Remarkable Income Revolution 


Across the length and breadth of 
America has swept an extraordinary 
sort of revolution: a asic shift in 
traditional income patterns. Jobs and 
professions we once thought 2f as 
money-makers sre ro longer surely 
so; trades we used to consider low- 
level now bring in fat earnings. As 
a result, “we, the people” include 
many new rich, some new poor, and 
a whole new kind of middle class. 

Doctors have come up as the most 
conspicuously prospering yroup in 
our country—-baby doctors, in par- 
ticul->, because of our booming birth 
rate. Among others who are doing 
outstandingly well are bricklayers, 
factory foremen, and sales experts, 
such as advertising men. On the other 
hand, the new relatively poor include 
bank tellers, policemen—and income- 
tax collectors. Firemen, clergymen, 
and social workers have fallen to a 
markedly lower position. But truck 
drivers, printers, masons, carpenters 
and painters substantially improved 
their relative standing. 

The most important general fact 
that stands out is that almost every- 
body except the farmer is making 
more money than ever before. The 
average total income of U.S. families 
exploded upward by a full third be- 
tween 1947 and 1955—from $4,130 
to $5,520. Living costs also rose, of 
course, but even allowing for this the 
average family enjoyed a real dollar 
gain in that period of more than 
$650 a year. 

Shifting income patterns have 
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created some startling contrasts. A 
college-trained chemist in Newark, 
New Jersey, making $86 a week met 
an unschooled paint-spray inspector 
making $185 a week. Last August 
the Help Wanted columns of The 
New York Times carried side-by-side 
ads offering approximately the same 
pay: $4,500 a year. One was for a 
porter. The other was for a prycholo- 
gist with a master’s degree. 

Amid all the crosscurrents and 
occasional inequities, a leveling is 
taking place, a shrinking at both ends 
of the income scale, with a great 
growth in middie incomes. Before 
World War IJ, the elite 5 per cent 
of our people made almost a third of 
our money. Now they make less 
than a fifth of it. At the low end, 
the number of families making less 
than $3,000 a year declined 17 per 
cent from 1948 to 1953. Why this 
shift? Raises have gone primarily to 
lower-income people. Over the 11- 
year period from 1939 to 1950, com- 
pensation to top-management peopie 
rose 35 per cent; to middle manage- 
ment people, 45 per cent; to super- 
visors, 83 per cent; to rank-and-file 
employees, 106 per cent. 

Unskilled laborers no longer pro- 
vide the broad base of our class and 
income structure. Their number is 
shriveling. Even more important, the 
better-paid “blue-collar” wurkers— 
craftsmen, foremen and some op- 
erators, and service workers—are 
swiftly coming to dominate the mid- 
dle position in our society. A clear 
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majority of all families in the middle- 
income ($4,000-$7,500) bracket 
now wear blue, not white collars. 
The factory foreman, with an average 
income of $7,000, now earns as 
much as the typical engineer and 
scientists employed at the same plant. 

We can safely draw eight major 
conclusions from our income revolu- 
tion: 

1. It is better, moneywise, to be 
a physician than any other kind of 
professional. General practitioners 
on an average net around $16,000 a 
year; specialists, closer to $20,000. 
Some independent physicians have 
reported net incomes of more than 
$200,000 a year. 

2. Blue-collar skills are gaining 
in both reward and stature. The old 
distinction between white-collar peo- 
ple as “brain” workers and blue-collar 
people as “brawn” workers is fading. 
With the growing complexity of our 
industries, employers have more and 
more sought help which is skilled, 
quick-witted, and responsible. A 
$60,000 mechanism can’t be en- 
trusted to a fool. The result has been 
a skyrocketing of blue-collar wages. 

3. Many white-collar workers are 
feeling pinched and unappreciated. 
Last summer, while steelworkers were 
averaging more than $100 a week 
base pay, a major airline advertised 
for reservation agents. It said it 
wanted “university graduates” with 
sales experience and good voice and 
diction. The pay: $65 a week. At 
a higher level of office work, a New 
York firm offered $5,500 for a loan 
administrator-accountant who could 
analyze corporative financial stand- 
ings and who also could deal with 
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high-level executives. A $3-an-hour 
hod carrier in Newark with a steady 
job would have to pass up such an 
offer, assuming he was qualified. He 
couldn’t make the sacrifice. 

4. Private industries usually pay 
better than public-supported insti- 
tutions. Between 1939 and 1954, 
the pay of factory workers rose 140 
per cent more than the cost of living. 
The pay of Federal Government em- 
ployees rose only 19 per cent more, 
the pay of urban teachers only 4 
per cent more, and the pay of firemen 
and policemen 12 per cent less. 

5. One white-collar skill that is 
highly rewarded is salesmanship. 
Clerks that wait on people in gen- 
eral merchandise stores average $43 
a week, but the salespeople working 
for auto dealers—where hard selling 
is required—make twice as much. 

6. The last place to try to make 
a living these days is on a farm, 
unless you have a good-sized one. 
Cash net income of farmers dropped 
24 per cent from 1947 to 1955— 
down to $1,538 a year—with farm- 
ers who grow cotton, wheat, tobacco, 
corn and peanuts having a particular- 
ly rough time. 

7. The best bet for the big jack- 
pot is still success in private business 
and industry. Medium-responsibility 
business executives, those above the 
rank of foreman but below the policy- 
making level, now average about 
$12,000 a year. When you get up 
to heads of companies, however, the 
jobs pay off largely on the basis of 
company size. 

8. You can keep more of what 
you make if you're in business for 
yourself. The people who run their 
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own shows take a bigger risk but, 
when successful, are able to enjoy 
more of the money they make. Some 
get their profits taxed on the more 
favorable capital-gains basis. Others 


find that many semi-living expenses 

are valid business deductions. 
m Vance Packard. CoLyier’s, 
November 23, 1956, p. 54:5. 
Reprinted by permission. 


The New Conservatism 


Were ts the real radical, the real 
revolutionary, to be found in the 
U.S. today? Answer: Behind the 
desk of any business establishment. 
Twenty-five years ago the claim 
would have sounded absurd. It still 
seems so to many business men. In 
his own mirror, the average U.S. 
business man sees an unyielding and 
uncompromising conservative face; 
yet he has been largely responsible 
for the dynamic forward drive of the 
U.S. economy. that has resulted in a 
more sweeping democratization of so- 
ciety than dreamers dared prophesy 
a quarter-century ago. 

Through the Committee for Eco- 
nomic Development, The National 
Planning Association, and scores of 
other groups, business men and edu- 
cators are boldly charting economic 
and social policies that project con- 
servatism’s new look. Increasingly, 
its prophets are finding the word 
“conservatism” inadequate to describe 
the aims and achievements of pres- 
ent-day capitalism. Eager sponsors 
have proffered a dozen new labels: 
capitalism with a conscience, en- 
lightened conservatism, people’s capi- 
talism, etc. But still the most widely 
accepted name is “The New Con- 
servatism.” 
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The dominant theme of the new 
conservatism is that business men 
and corporations must shoulder a 
host of new responsibilities, must 
judge their actions, not only from 
the standpoint of profit and loss on 
the balance sheet, but of profit and 
loss to the community. Says U.S. 
Chamber of Commerce President 
John S. Coleman: “Instead of re- 
sisting change, the new conservatism 
plays a creative role in directing it.” 

Though business men fought a 
long delaying action against the 
growth of labor unions, against gov- 
ernment intervention in economic 
affairs, and against social legislation, 
the majority now realize that welfare 
programs help store up purchasing 
power in the hands of the consumer. 
Says Gaylord A. Freeman, Jr., vice 
president of the First National Bank 
of Chicago: “Social legislation can 
add to the totality of freedom, in- 
crease the dignity of the individual.” 

Business men who once decried 
government meddling in the economy 
also recognize that most federal 
police powers, e.g., regulation of the 
stock market, benefit business as well 
as the consumer. Most business men 
today agree with DuPont Chairman 
Walter S. Carpenter, Jr. that the 
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antitrust laws, under which his 
company has been haled into court 
22 times, “are fair and should be 
vigorously enforced.” 

The present-day liberal and con- 
setvative have both rejected philo- 
sophical extremes, and both recog: 
nize the need for better housing, 
broader educational opportunity, more 
effective health insurance, elimina- 
tion of racial and religious discrimi- 
nation, freer foreign trade, the con- 
tinuing responsibility of the U.S. to 
share its wealth and technical prow- 
ess with the underdeveloped nations 
of the world. But the liberal looks 
first to government to do many of 
the tasks, on the ground that gov- 
ernment can do them quicker. The 
conservative, who knows that the 
hasty solution can be fatal, thinks 
first of private means, then of local 
government, and of the Federal Gov- 
ernment only as a last resort. Says 
Professor Henry C. Wallich of 
Yale: Conservatism “takes an or- 
ganic view of society as something 
that has grown up over time and 
cannot be arbitrarily changed. It 
puts more stock in experience than 
in abstract reasoning. It is skeptical 
of broad solutions, preferring to go 
step by step, to cross no bridges be- 
fore they have been reached, and 
burn none after they have been 
crossed.” 

One of the biggest challenges to 
the new conservatism is to broaden 
educational opportunity. To busi- 
ness, Which is donating $100 million 
a year (up 25 per cent since 1955) 
to private schools and colleges, edu- 
cation is more than a means of pro- 
viding trained personnel. Reasons 
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Standard Oil Co. of New Jersey 
Chairman Eugene Holman: “A cre- 
ative society must be a free society, 
made up of men_and women who 
are broadly educated to manage their 
own affairs. The only sure guaran- 
tee of progress comes from helping 
millions of individuals to arrive at 
their maximum potential, to express 
themselves, to turn loose their ini- 
tiative and ingenuity.” 

A big reason for such a dramatic 
shift in business philosophy is the 
change from the privately owned 
company, operated | for the enrichment 
of its owner, to the publicly owned 
corporation, run by the professional 
manager. Says ex-AEC Chairman 
David E. Lilienthal: “The job of 
running a big company is more near- 
ly like that of a public official than 
that of a traditional business owner 
or manager.” 

As a matter of good business, as 
well as from personal conviction, the 
average top executive spends up to 
one-third of his time on community 
projects—and he expects his sub- 
ordinates to follow his example. 
While business men_have had to be 
forced under protest to adopt meas- 
ures such as the guaranteed annual 
wage and pension funds, they have 
voluntarily introduced profit-sharing 
and__stock-purchase plans and 
launched vast human-telations pro- 
grams that give the employee all 
manner of benefits, from psychiatry 
to symphonies. 

With the new conservation has 
come a new fear: Without an ade- 
quate philosophy to shape its gen- 
erosity, big business may erect a vast 
new paternalism as sterile as the 
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In education, some 


welfare state. 
observers argue that corporate cod- 


dling may stifle the 
academic spirit. 

The new conservatism is often 
criticized as a materialistic philosophy. 
On the other hand, argue thoughtful 
business men, the most hopeful 
achievement of the U.S. economy 
has been to free men and-women 
from soul-destroying drudgery and 
want, raise educational levels, and 


independent 


hours. 


the latest ideas in the trade. 


all this. 


things done. 
committee.” 
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expand leisure time for the enrich- 
ment of self and society. Says Sears, 
Roebuck and Co. Chairman Theodore 
V. Houser: “As-we have prospered 
and grown in an economic sense, we 
have also grown in the direction of 
achieving the goals the great religious 
and moral leaders have long en- 


visaged for the great masses of 
people.” 

a TIME, 

November 26, 1956, 

p. 98:2. 


The Executive’s Fleeting Hours 


ANY MAN who is approaching the age of retirement can observe the 
sharp contrast between this era of high-speed business methods and 
the comparatively leisurely pace of 50 years ago, when men attempted 
less and yet, as in dividends, seemed to accomplish more. 
more astonishing change has taken place in the value put on the time 
of men who make up top management. Now, with so much machinery 
for swift communication, for covering space and cutting hours, the 
average executive is constantly searching for ways to save minutes. 
The turnpike to success seems to run through a magic land where the 
men of distinction are those who can stretch the day to 25 or more 
They have learned to read faster, they have found formulas for 
trimming corners from routine tasks, they have simplified the morning 
schedule, shortened the afternoon conference, eliminated the night work 
formerly brought home in bulging brief cases. They no longer use their 
best hours for trivial chores. They delegate this and terminate that, all 


according to plan. They live two business lives, one in the office, one 


outside, in the company of other @ 


An even 


cient souls, keeping in touch with 


However, there are some exasperating conclusions to be drawn from 
What is one man’s blueprint for saving energy is likely to be 
another’s shortcut to chaos. And then the fellow who has really achieved 
the long-sought goal of an hour for perfect leisure hears his telephone 
ring, and the voice at the other end say, “Bill, you know how to get 
You’re just the man we need for the ways and means 


—The Biddle Survey 


(Biddle Purchasing Co., New York) 10/23/56 
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FROM TOP OFFICIALS to shop stew- 
ards, union leaders are attending 
classes these days—in a special kind 
of school tailored to fit their needs. 
This emphasis on improving quality 
of union leadership is being hailed 
by many of labor’s own top men as 
an unmistakable sign that unions 
now have fully come of age. 

Here is one incident which points 
up why union leaders feel an edu- 
cation program is necessary. Recent- 
ly; in a new Southern steel plant, a 
union steward almost lost his job 
and his place in the union itself be- 


cause he failed to recognize his re-, 


nsibilities as a steward in connec- 


tion with a no-strike clause. Friction 
had been building up between a 
foreman and his men, and the men 
threatened to walk out in an un- 
authorized wildcat strike. 

The foreman asked the steward 
to help quell the unrest, but the 
steward, unaware of his responsibili- 
ties, simply stood by. Although the 
men did walk off the job, local union 
leaders arrived in time to persuade 
them to return immediately. Tense 
contract negotiations had been going 
on, and a wildcat strike was the last 
thing the union officials wanted. 

Stewards and other union offi- 
cials are going to school to learn 
their responsibilities so that situa- 
tions like this will be avoided. One 
of the oldest programs is the union 
research and education project of 
the University of Chicago, now going 
into its eighth year. This program 
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Union Leaders Go to School 


’ Relations at the University of Illinois, 









maintains a top-level approach, wi 
limited enrollments for courses i 
volving as many as 100 hours of in 
tensive classroom discussion. 
curriculum includes basic problems 
of union education, handling 
grievances, leadership training, col 
lective bargaining, labor law, seniori- 
ty problems and principles, politic 
and community problems, conference 
leadership training, and starting ed- 
ucation programs in the locals. 

A broader approach is made by 
the Institute of Labor and Industrial 


More than 2,000 union leaders take 
part annually in conferences held 
throughout the state. The “home 
town” approach is stressed, and cur 
rent topics, such as automation, are 
examined. 

The Labor Education Division at 
Roosevelt University in the past ace 
demic year conducted a program that 
included 26 classes and two insti 
tutes. In the first 10 years of Roose 
velt’s Labor Education Division, over 
11,000 union members have attended 
short courses at the university and 
in local union halls. 

The University of Wisconsin’ 
“workers’ schools” put on long ses 
sions of mock contract bargaining 
and moot arbitrations to provide the 
approximately 100 labor leaders that 
participate with solid “blocking and 
tackling” practice for conferenc 
table scrimmages. These  schook 
also go into what the unionists call 
the “long-hair” subjects: time study, 
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economic and political issues, health 
and welfare plans, union administra- 
tion, labor laws, the citizen’s role in 
government, and how to build a 
union education program. 

The unions have their own train- 
ing facilities, too. The AFL-CIO 
has an active Department of Educa- 
tion. The United Glass and Ceramic 
Workers uf America is setting a fast 
pace in all types of union training, 
but particularly in training stewards, 
whom it calls “grievance men.” Every 
steward gets a handbook that breaks 
down the grievance man’s job into its 
elements, a detailed analysis of the 
contract, and an organization chart 


showing successive steps in the 
grievance procedure. 
Most _ busi —Yéaders seem in 


favor of the rapidly growing union 
education-mevement: There appears 
to be 6 concern that unions will 
“get too smart” and become too for- 
midable at the bargaining table, be- 


Cutting the Cost 


No MANUFACTURER attempts to sell 
and service his biggest customer with 
his worst salesman. Yet many com- 
panies have top salesmen calling on 
accounts with little or no potential. 
How much of this is really waste 
effort—and what can be done about 
it? 

Every company, of course, ruust 
develop its own formula for ‘caling 
. with small accounts. Reynolds Metals 
Co. found that 10 per cent of its cus- 
tomers accounted for 80 per cent of 
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cause union training is not slanted 
that way. Union leaders stress that it 
is not aimed at taking advantage of 
management or anyone else, -but-at 


educating lebor_Ieaders_on all levels 
so that they—“knew the facts of life” 


about the economy, government and 
labor, management and labor, and 
how to dg their job better. 

Just as training has given man- 
agement better human relations tech- 
niques and greater understanding of 
the union viewpoint, it can be of 
similar help to union leaders on the 
other side of the table. Without in 
any way disturbing the dynamic bal- 
ance of arm’s-length bargaining be- 
tween union and management, the 
union training movement, along with 
its management counterpart, appears 
to hold a bright promise for industrial 
peace. 

a John F. Sembower. 


ComMERCE, October, 1956, 
p. 13:4. 


of Small Accounts 


its business after World War II. After 
adjusting for accounts that looked 
like potentially big customers, the 
company turned over many small ac- 
counts to distributors. One result: 
Reynolds’ salesmen have time to go 
after customers who don’t use alu- 
minum, but who might be big users 
if properly developed. 

Basic to achieving the desirable 
goal of more sales at less expense is 
finding the dividing line between 
profitable and unprofitable customers. 
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One manufacturer’s rule of thumb: 
ee an order should 
at least coyer-our-variable expenses.” 
Such costs include the salesman’s ex- 
pense of soliciting the business, 
freight costs, credit, collection and 
bookkeeping expenses. Depending 
upon your product, this rule can be 
applied to each order or to orders in 
any given period. 

Chances are that most of your un- 
profitable accounts will be the small 
ones. (You can’t assume the infalli- 
bility of that idea, however; each of 
your accounts deserves analysis be- 
fore you make a decision on its rela- 
tive profit to you.) You might strike 
an average sales volume per account 
over a year and call all accounts in 
the lower percentage brackets (you 
choose the bracket) “small” accounts. 
This technique will work if your busi- 
ness has big and small customers; it 
won't work if most of your customers 
buy about the same amount from you. 


* The ,distributor (wholesaler or 
jobber, pe orl your industry) 
is usually Ae won man. to handle 
small accounts. He’s in business for 
that reason and can maintain closer 
contact with the users of your product 
than you can. 

Some business men feel that a 
manufacturer is morally responsible 
to sell his products to all comers. 
There’s also some prestige value in 
covering any market completely. If 
those two ideas appeal to you, you 
can approach the problem of small 
accounts from another angle: Build 
them up to the point where you can 
at least break even on an order. 

The circus technique will work 
here. Instead of sending your sales- 
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man in a given territory on 100 calls 
a month, cut him down to 30 on the 
biggest accounts, and send in a truck 
or trailer which displays your product 
to more than one buyer at a time. 

Don’t make the mistake of assum- 
ing that unprofitably small accounts 
are without any value. Your biggest 
customers for gadgets may not be 
willing to take a chance on your 
brand new widget line. That’s where 
the small account comes in handy; 
it’s fle as a testing 
ground for new products (especially 
if you’re producing consumer goods). 
You can’t always afford to slice off 
85 per cent of your customers, just 
because they give you only 7 per 
cent of your business; there’s some- 
times strength in numbers for special 
purposes. No manufacturer, for ex- 
ample, wants to get in the position of 
being completely at the mercy of his 
biggest customer. 

Production capacity should be con- 
sidered, too. You'll get an increased 
cost of production—per—wnit~if you 
eliminate unprofitable customers with- 
out gaining bigger orders_from your 
profitable customers. 

Here’s a list of pointers designed 
to help you cut distribution costs on 
small accounts: 

1. Know your accounts. 


What percentage of your sales do 
small accounts constitute? How many 
small accounts do you service? 

What types of businesses are you 
serving? Which are growth industries? 
Which may be slipping? 

Which small accounts may become 
large accounts? 

What is the average size of an order 
from your small accounts? From your 
large accounts? 
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alls What is the frequency of orders from Offer fewer varieties of your product 
the small accounts? Is there a seasonal pat- to small accounts. 
ok tern? Cut off promotional assistance to 

‘ 2. Know your organization. small accounts. 
7 How are your small accounts serv- 4. “Automate” your sales efforts. 
; iced? Directly? Through distributors? Use the telephone and mail rather 
im- § Other? than personal calls by salesmen. 
mts How much does it cost for your sales- Boost your direct mail advertising 
est man to make a call? budget. 
be How much does each onder cost? Try coupon-type advertisements in 

How do your clerical costs for small —_ blicati 
: ade publications. 
our accounts stack up with costs for large 
ere § accounts? Your salesman has the key to the 
dy; How much time does your salesman small accounts problem. He’s your 
ing — = - + ype _— B scout in the front lines. Try to de-_ 
quently does he cail on them? ow , oe: : 

ally complete are your salesmen’s reports? _ rn easy-to-fill-out sapere Ag ne 
ls). § 3. Upgrade your small accounts. 2 Ee So sare = — 
off increase your quantity discounts. Cues . year. The mest important in- 
‘ust Charge an extra fee for credit on formation: Where will the account 
per small orders. be five years from now? Do that and 

. Charge a fee for orders below a you'll know where your future battles 
me minimum amount. ? 
cial Ship your product in a quantity have to be fought. 
ex- § Which is common to most of your ac- a STEEL, 
ol counts. October 15, 1956, p. 80:2. 
his 
on- 
sed 
- Paperwork Prospect: Fewer Government Reports 
you 
ith- YOUR COMPANY may soon be doing less paperwork for Uncle Sam. 
our The government's determined drive to lighten the paperwork burden 

has alréady achieved an estimated $3.75 million in savings for the busi- 

ned ness man. Now the Budget Bureau has a plan to reduce further the chore 
di of filling out lengthy forms which eventually are jammed into federal- 
J 


agency files. 

Nearly 5,000 forms used by various federal departments and offices 
have Budget Bureau approval. But this approval is for specified periods, 
do and each time it expires for a particular form the Bureau intends to 


lany examine the form to determine if the information sought is really es- 
sential and if it is, whether it cannot be found in already existing re- 
you ports. If the Bureau decides the form served no useful purpose, it will be 
ries? eliminated. 
ail The Bureau also wants to insure that a form is as simple to use as 
| possible and that the data on it are collected no oftener than absolutely 
ie necessary. In addition, information forms are to be sent only to those 
neu segments of industry for which they are appropriate. 


—The Iron Age 11/22/56 
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Is Consumer Credit Too High? 


IF ALL OUTSTANDING consumer 
credit were divided equally among 
U.S. families, each family would owe 
about $865—a sizable sum. Ac- 
tually, however, personal debt is so 
unevenly distributed that 44 of every 
100 families have no personal short- 
term or intermediate debt, but only 
mortgage debt, charge account debt, 
or both. 

Undoubtedly the rise in installment 
debt has strengthened the case of 
those who “view with alarm.” But 
most of the uneasiness caused by 
the high tide of personal debt has 
little to justify it beyond the awe- 
some look of the record-breaking con- 
sumer credit totals. 

Just as self-service has _ been 
adopted by many merchants, new 


types of credit have been—developed : 


to serve the convenience of shoppers. 
The revolving credit plan, for ex- 
ample, is frankly a sales device to 
build charge-account business. When 
a housewife establishes a personal 
line of credit to the extent of $200 
or $500 in a particular store, it is 
as if she had a savings account in 
the same place where she shops. 
Similarly, bank credit plans were—de- 
vised to make the payment of month- 
ly bills easier for—shoppers. Under 
this plan, a group of stores turn their 
charge accounts over to a local bank. 
Shoppers receive a single bill from 
the bank each month for merchandise 
that they have purchased in any of 
these stores. 

One aspect of consumer debt fre- 
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quently overlooked is credit life in- 
surance, which has been a remarkable 
safeguard in our credit system. Last 
year, 28 million consumer loans for 
installment purchases were covered 
by insurance, payable—upon the 
death of the debtor—to the com- 
panies supplying the goods. 

Another reassuring element in the 
consumer credit picture is the way 
the burden is shared financially. Of 
the $29.2 billion of outstanding 
installment credit on August 1, 1956, 
only slightly more than 12 per cent 
was carried by retail outlets; 32 per 
cent by sales finance firms; 38.4 
per cent by commercial banks; and 
the remaining 17 per cent by credit 
unions and other lenders. Less than 
4 per cent was held by department 
stores—about $1.2 billion. Another 
portion, some $879 million, was held 
by furniture stores, while automobile 
dealers held less than $600 million. 


Although more than half of all in 
stallment credit~ cars, finance 
companies and “banks carry most of 
it. 





More than 21 per cent of the 
total $37.2 billion of consumer debt 
is in non-installment credit, consist 
ing mostly of charge accounts and 





single-payment bank loans. 

This spreading of billions o 
credit among several classes of 
lenders will help to avert harmful 
effects if repayments slow down. 

a THe Bippte Survey (Biddk 


Purchasing Co., New Yo 
October 30, 195 
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Industry Attacks the Engineer Shortage 


AMERICAN INDUSTRY has the immediate problem of better utilization of 
available technical manpower and the long-range responsibility of 
helping increase our resources of trained people. Frantic recruiting prac- 
tices and reckless bidding up of starting salaries—financed largely by 
government money for defense orders—are not the answer. 

Industry in many instances could make more efficient use of engi- 
neers and scientists by shifting work to technicians, clerical personnel 
and even machines. Other potential sources of technical manpower 
could be tapped more extensively to relieve the shortage. Very few 
women have entered what has been traditionally a man’s world. Negroes 
are only slowly gaining educational and employment opportunities in 
technical fields. And many experienced older men can still give useful 
service. 

Much is being accomplished already in efforts to attract more young 
people into scientific and engineering careers. Here are some of the 
things business is doing to heip relieve the shortage of technical man- 
power: (1) sponsoring summer study programs for high school teachers; 
(2) arranging cooperative work-and-study programs for students; (3) 
sponsoring college fellowships and scholarships in science and engineer- 
ing; (4) paying tuition of employees taking science and engineering 
courses; (5) keeping college faculties abreast of new developments in 
industry; (6) hiring high school science teachers for summer and part- 
time work; (7) giving old, but usable, laboratory equipment to schools; 
(8) cooperating in high school science exhibits; (9) sponsoring re- 
gional science fairs; (10) sending speakers and training aids to schools; 
(11) opening plants for student tours; (12) analyzing jobs to relieve 
engineers and scientists of routine work. 

Results are beginning to appear in rising enrollments in engineering 
schools and technical institutes. Between 1951 and 1955, according 
to a McGraw-Hill survey of technical institutes, the enrollments in 
these schools rose from 46,000 to a record 67,000. Engineering enroll- 
ments rose in the same period from 166,000 to 243,000. A rising tide 
of graduates is already being made available to American industry. 

—From an editorial by Donald C. McGraw (President, 
McGraw-Hill Publishing Co., Inc.) in Textile World 11/56 
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AMA WEST COAST GENERAL MANAGEMENT 
CONFERENCE 


The AMA West Coast General Management Conj<-ence will 
be held Monday through Thursday, January 28-31 inclusive, 
at the Statler Hotel, Los Angeles. 
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Deferred Profit-Sharing Today 


TEN YEARS AGO, only 500 American 
corporations had deferred profit-shar- 
ing plans. Today, according to the 
Council of Profit Sharing Industries, 
their number has grown to 10,000, 
and this amazing growth is continu- 
ing. These 10,000 companies, though 
only a small segment of U.S. business, 
represent an important trend in mod- 
ern management practice that de- 
serves serious consideration by busi- 
ness men everywhere. 

Profit-sharing means many different 
things to many different people. Some 
of the most prominent plans are being 
used as a means of financing pensions, 
retirement programs, vacation pay, 
hospitalization insurance, or other 
fringe benefits. Other companies are 
principally interested in the tax ad- 
vantages of profit sharing. Yet another 
purpose of profit sharing is to main- 
tain management ownership of the 
company stock, while other plans are 
directed toward developing better sav- 
ing habits among employees. 

Why should company stockholders 
approve of management's decision to 
share profits with the employees? If 
the profit-sharing cost is a part of 
competitive compensation, the stock- 
holder cannot object, but profit-shar- 
ing over and above competitive re- 
muneration is a different problem. 
Does management violate its fiduciary 
relationship to the stockholder by in- 
troducing genuine profit-sharing? Not 
necessarily. It is well to remember 
that management’s ability and stock- 
holders’ capital are not the sole rea- 
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sons for profit. Profit associated with 
outside factors does not belong mor- 
ally to the stockholders and manage 
ment alone, yet it often goes to them 
alone. There is a certain profit be 
yond costs, depreciation, return to 
capital, and reserve for expansion, in 
which some or all employees of some 
companies have a right to share. 

Unions argue that many profit-shar 
ing plans are not what they are 
claimed to be by their promoters. A 
basic tenet of the Council of Profit 
Sharing Industries is that a plan 
should be an addition to good wages. 
But in many plans profit-sharing for 
all employees becomes part of the 
wage structure. Most companies, the 
unions object, are simply using profit 
sharing as a means of financing pen 
sions. 





What will be a union’s reaction 
when the company experiences low 
profits? In a depression, pressure will 
surely arise for a partial cash distri 
bution of the funds when the em 
ployee knows that he has severd 
thousand dollars in the trust fund 
Then, too, the danger exists that the 
union will attempt to gain contro 
of the fund. 

It is impossible to generalize on 
the attitude of all unions to sound 
profit-sharing. Some internationals ir 
dicate that they are favorably disposed 
to profit-sharing. The CIO nationd 
poligy implies that profit-sharing & 
a matter left to the local’s discretion 
However, certain international union 


within the CIO, such as the UAW, 
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are strongly opposed to profit sharing, 
pointing out that if the employer can 
afford to give something above the 
basic wage rate, he can afford to pay 
higher wages. 

Profit-sharing plans are bargainable 
issues regardless of whether the 
unions accept profit sharing or not. 
The Court of Appeals recently upheld 
a National Labor Relations Board de- 
cision that Richfield Oil Corporation 
violated the Taft-Hartley Act by re- 
fusing to bargain over terms of its 
employee stock-purchase plan. Profit- 
sharing contributions as well as stock 
purchases are classified as a part of 
the employee’s compensation under 
Taft-Hartley, and as such are bargain- 
able. 

A strong profit period is the best 
time to finance pensions, severance 
pay, unemployment compensation, 
and other fringe benefits. Fringe bene- 
fits now cost about 30 to 35 cents 
per hour. Much of this fixed cost 
can be made flexible by replacing a 
part of the pension plan with a profit- 
sharing plan. Consider, for example, 
a,manufacturing company employing 
10,000 workers which has a small 
basic pension plan with a low fixed 
cost of 2 per cent of wages. A profit- 
sharing plan can be pyramided on 
this pension with the sharing amount- 
ing to 8 per cent of wages. A 25-year 
man with an average wage of $4,000 
would receive about $500 yearly from 
the pension plan, while from profit 
sharing he would receive a $1,500 
annuity. 

This flexible technique of financing 
pensions puts the company in an ex- 
cellent position, because the fixed cost 
is at a minimum level, although there 
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is the danger that in a no-profit period 
a strong union could force the com- 
pany to assume all the costs. 

A company with a profit-sharing 
plan is not necessarily at a disad- 
vantage in a low-profit period. De- 
creased profit-sharing may not be re- 
sented as much as a wage cut. And 
while many fixed-cost pension plans 
have to be canceled during difficult 
periods, retirement plans based on 
profit-sharing can be continued. 

Profit-sharing plans generally have 
a long vesting schedule unless they 
are exclusively for salaried workers. 
A laborer may have to work for a 
company for 20 years before he gets 
full vesting. This leads to low turn- 
over because employees are unwilling 
to leave their jobs and give up the 
unvested portion of the money they 
have in the trust. It might be said 
that the mobility of these men is 
being restricted unduly. On the other 
hand, a company has a right to expect 
loyalty from a man to whom it has 
given long employment and training. 

Deferred profit-sharing forces sav- 
ing, but employees under 40 years of 
age do not like to save and are not 
retirement-conscious. This can cause 
a good deal of resentment, especially 
when employees must make contri- 
butions. Although contributory plans 
have some advantages, non-contribu- 
tory plans are to be preferred in most 
cases because they pose fewer diffi- 
culties. 

Advocates of profit-sharing usually 
make much of the increased produc- 
tivity to be gained from stimulating 
worker incentive. Few executives, 
however, can definitely say that pro- 
ductivity in their companies has been 
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increased by profit sharing. Workers 
in companies with many plants can 
see little reason for increasing indi- 
vidual effort. One operation in a plant 
may be highly profitable while an- 
other may be losing money, or one 
plant may be losing money while an- 
other plant of the same company may 
be quite profitable. 

Though it may not increase day- 
to-day production, profit-sharing can 
arouse the worker’s enthusiasm and 
make him feel like a member of the 
“team.” A_ profit-sharing program 
might stimulate consumption of the 
company’s products, or even play a 
role in averting jurisdictional disputes 
or strikes beyond the control of man- 
agement. Profit-sharing is a partial 
answer to the demand for unemploy- 
ment benefits, because the trust funds 


Generals Make 


CALL “GENERAL!” OR “ADMIRAL!” in 
any roomful of top business execu- 
tives, and half a dozen heads will 
turn. More and more, corporate brass 
is taking on a military tinge. 

Many of these military leaders 
turned executive are front-page 
names, and their recapping as busi- 
ness men is equally familiar. Today's 
news, however, is the increasing flow 
of lesser-known military men—Navy 
admirals and captains, Army and Air 
Force generals and colonels—who are 
leaving military life for new careers 
in industry. 

Before World War II, the military 
and business worlds rarely met. 
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can be used as severance pay in case 
of unemployment. 

The sense of participation generated 
by a good profit-sharing program can 
provide management with a fine op- 
portunity for employee education. 
Profit-sharing can provide a firm basis 
for a better understanding of what 
the company does and of the vicissi- 
tudes of the whole industrial process. 


It is clear that deferred profit-shar- 
ing has both advantages and short- 
comings. However, if suitable con- 
ditions exist, a forward-looking man- 
agement might very well find that a 
profit sharing program would bring 
benefits to both the company and its 
employees. 

ws Warren Reininga and Lee Soltow. 


THE ConTROLLER, November, 1956, 
p. 516:7. 


Good in Business 


Around 1941, though, leaders of 
business and the armed forces had 
to join hands to shape industry to 
meet wartime needs. And when corpo- 
rations went into their postwar ex- 
pansion, with new needs for execu- 
tives, they turned to the hitherto un- 
tapped pool of retiring military men 
with whom they were now accustomed 
to working. 

By and large, the marriage of busi- 
ness and the military has been a happy 
one. The military man makes a good 
executive, most business men say, 
after he has had time to adjust to 
the new environment. Aside from 
their ingrained sence of discipline, 
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military officers have often had much 
of the same experience in decisions 
involving men, money, and materials 
as any business executive. Some have 
had technical experience that applies 
directly to industry. 

Undoubtedly, a few generals and 
admirals have been hired simply be- 
cause a company liked the idea of 
being identified with a famous military 
name. And some have been taken on 
for their acquaintance with military 
procurement people and procedures. 

The former general or admiral can 
be useful in a policy or advisory job 
with a major military contractor. 
But it’s touchy for a former officer 
to get into the grubby details of mili- 
tary contract negotiation. Says a ci- 
vilian official at the Pentagon: “It’s 
helpful for liaison purposes to deal 
with such men. When we negotiate 
procurement, we like to have knowl- 
edgeable people with the contractors, 
people who talk our language. But 
there’s another side to the coin. We 
must bear in mind that there are 
those, who without designs to break 
the law or the canon of ethics, are 
serving interests against which we 
should guard. The problem is to 
steer a middle course.” 

The pressure to switch to a civilian 
career is perhaps greater on relative- 
ly young officers. Some find it hard 
to maintain their families on military 
salaries, especially when families tend 
to be bigger and more children go to 
college. Some want more stability in 
their family life, less moving around 
the world as assignments change. 

Military brass still gets paid poor- 
ly for the burden of responsibility it 
bears. Base pay ranges from $11,608 
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for brigadier generals and rear ad- 
mirals to $15,316 for full generals 
and admirals. Additional allowances 
may run as high as $5,000 to $7,000 
a year. An officer with 20 years of 
service can thus afford to retire at 
half pay to take an executive post at, 
say, $25,000. That looks like big 
money to him, and he is likely to 
work for less than his civilian col- 
leagues in similar jobs. 

There’s no sure way to tell in ad- 
vance how well a military man will 
do in business—personality has too 
much to do with it. Generally, 
though, he is likely to be successful 
if (1) he is moving from a top mili- 
tary post to a top civilian position; 
(2) he is working in his own spe- 
cialty; or (3) his military job paral- 
leled an industrial job. 

Business sees value, too, in the 
military man’s general outlook, his 
training in teamwork and in relying 
on staff work. “Beyond all else,” 
says one executive, “he’s loyal, and 
his integrity is puncture-proof.” 

The former military officer finds 
business quite a different world, no 
matter how businesslike his military 
function may have seemed. Most get 
acclimated in their new world; a few 
don’t. 

One unsettling difference is that 
the corporation isn’t so formal as the 
military. From his title alone, for 
example, there’s no telling the stand- 
ing and powers of a corporation vice 
president, while a military rank ac- 
curately reflects a man’s status in 
both the organizational and social 
framework. Some men find it hard 
to forego the power and security that 
come with rank in the armed services. 
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Not all the suffering in the con- 
version of a military man to a busi- 
ness executive is on the side of the 
ex-officer. Sometimes the company 
suffers, too. The case of one Army 
major-general—let’s call him Gen. 
Jones—as head of a company in heavy 
industry is an extreme example. He 
looks upon his employees as an army 
and treats jobs within the company 
in terms of military rank. 

“Jones has no sense of human 
values and never applies the human 
equation in judging performance,” 
said a vice president who left the 
company with half a dozen other ex- 





ecutives a year after the general's 
appointment. “The cold, impersonal 
reign of the military has taken the 
heart out of the company.” 

Over-all, though, happy experiences 
outnumber unhappy ones, and com- 
panies continue to keep an eye open 
for likely executive prospects among 
the 2,000 commissioned officers— 
including 100 generals and admirals 
and 200 colonels and Navy captains 
—who retire from the armed services 
each year. 

= Business WEEK, 
October 27, 1956, 
p. 74:6. 


Attitudes Toward Retirement: 
Income Makes the Difference 


INCOME FOR RETIREMENT YEARS is assuming ever-increasing significance 
with the continuing growth of the over-65 age group, whicii has quad- 
rupled its numbers since the beginning of the century. A recent survey 
by the Twentieth Century Fund, intended to draw in sharper outline the 
economic profile of our older citizens, indicates that only 15 per cent of 
our senior citizens have an income of $2,000 or more annually, and an- 
other 11 per cent receive between $1,000 and $2,000. The income of 
38 per cent is less than $1,000 per year, and 36 per cent report no personal 


income at all. 


Of those surveyed, 33 per cent were entirely dependent on Social Se- 
curity and pensions; 30 per cent derived income from their work or that 
of their spouse; 12 per cent had savings and insurance, etc.; 5 per cent 
lived in homes or hospitals; and 20 per cent were dependent upon public 


assistance. 


Not surprisingly, results of the survey also indicate a relationship be- 
tween income and attitude toward retirement. More than 70 per cent of 
the older people with annual incomes of $5,000 or more report that they 
are satisfied with their retirement and enjoying their leisure years; 52 per 
cent in the $1,000-$2,000 income group expressed satisfaction; and only 
38 per cent of those receiving less than $1,000 annually were pleased 


with retirement. 
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Red-Letter Days in 1957 


al 

he NOT A DAY of the coming year will pass without someone or something 
being celebrated, acknowledged, encouraged, recalled, honored, or paid 

eS tribute to, judging from thc recent publication, Special Days, Weeks, and 

n- Months in 1957. This booklet, published by the Chamber of Commerce 

en of the U.S. (Washington 6, D.C.: 50 cents), also describes the purpose 

ng of each observance and lists it: sponsors, from whom additional promotional 

2 matcrial can ordinarily be obiained. 

" The enterprising business man will be alert to the possibilities of tying 


in his promotional activities with such regional or national events as Na- 
- tional Hobby Month, Dairy Month, Do-It-Yourself Week, or Brand Names 


es Week. Although those of conservative bent may wish to confine themselves 

to observing legal and religious holidays, Mother’s and Father’s Days, and, 
2K, perhaps, Fire Prevention Week, the more venturesome will see promotional 
6, opportunities in others of the more than 300 special events listed. At very 
6 least, they will consider it a duty of well-informed executives to be aware 


of such occasions as National Domestic Rabbit Week, Save the Horse 
Week, Old Maid’s Day, Rock ’n Roll Weck, and National Ragweed Control 
Month. 

Regardiess of temperament, however, business men should find ample 
reason to honor National Invest-in-America and National Prosperity Weeks, 
and only the most jaded could object to a corporate or private celebration 
of National Tax Free Holiday and Let’s Go Fishing Week. 








“| like your attitude, Hobson—yovu're the only one 
who's not after my job." 
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The Big Payout 


WITH ALL THE TALK of tight money 
that abounds, let the common stock- 
holders of the U.S. take a measure 
of comfort from this rather surpris- 
ing statistic: In the first nine months 
of 1956, U.S. corporations paid out 
the highest volume of cash dividends 
in history. They did this, moreover, 
when profits were rising only moder- 
ately, and expenditures for expansion 
were enormous. 

In the first three quarters of the 
year, cash dividends amounted to $9.1 
billion, an increase of 14 per cent 
over the corresponding figure for 
1955, while earnings, at an estimated 
$15.6 billion, were up only !.5 per 
cent. At the same time, expenditures 
for plant and equipment were climb- 
ing toward a record yearly rate of $38 
billion, and the ratio of corporate 
cash assets to current liabilities was 
51 per cent, the lowest in 15 years. 

This urge to splurge on dividends 
is the more remarkable in view of 
the widely accepted theory that divi- 
derd payment has become a second- 
ary consideration in the minds of 
modern management and knowledge- 
able stockholders, and that “growth” 
through internal expansion is the 
order of the day. But the figures 
above would seem to show that cor- 
porations are behaving much the way 
they used to, and that the owner of 
equities who wants income as well as 
growth is by no means the forgotten 
man today. 

Perhaps the two  theories—that 
companies exist to pay stockholders, 
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and that companies exist to grow— 
are not so far apart as is commonly as- 
sumed. For the precondition of both 
dividends and growth is earnings, and 
it is earnings that ultimately deter- 
mine a company’s success in the com- 
petitive system. But whether or not a 
strong growth situation prevails, there 
are reasons why few companies can 
afford to disregard dividend payout 
entirely. One of these reasons is that 
managers are influenced by stock- 
holders. Another is that managers 
know they may have to come back 
into the market for new funds, and 
here dividends certainly do count. 
There are a lot of small and middling- 
size investors, and a lot of institution- 
al investors, who can’t be cavalier 
about current income. They still ask 
“What does it pay?” as well as what 
does it earn. 

Perhaps the one universal principle 
in corporate dividend practice is con- 
sistency, or more properly, continuity. 
As U.S. Steel's Robert Tyson typically 
expresses it, “Nothing hurts your 
prestige more than to have to cut a 
dividend when others are maintaining 
or increasing theirs.” With that as the 
first and foremost consideratisn, it 
follows that the great majority of 
companies tend to be pretty conserva- 
tive in arriving at anything to be 
stated or regarded as the established 
or “regular” rate. They like to keep 
it low enough to assure continuity in 
good times and bad, and as conditions 
warrant, they may sometimes beef it 
up with extras, or “year-ends,” or, in 
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a few cases, supplementary stock 
dividends. 

In judging a company’s dividend 
policy, the best available criterion re- 
mains the percentage of earnings ac- 
tually paid out. The generally ac- 
cepted rough rule of thumb of what 
constitutes a fair shake for the stock- 
holder is a fifty-fifty split of the net. 
However, payout ratios differ sharply 
because of industry characteristics. 
Utilities, for example, which on the 
average pay. out 70 to 80 per cent 
of earnings, are in a tight little world 
of their own. Strictly regulated as to 
rate of return on capital, they are 
inhibited from building large sur- 
pluses and therefore finance the bulk 
of their expansion through borrow- 
ings and periodic issues of stock. 

Among industries on the short side 
of the 50 per cent median, oil has a 
dividend story that seems readily ac- 
cepted by stockholders. The capital 
expenditures for exploration and de- 
velopment in the oil business are 
enormous and continuous—roughly 
$2.5 billion yearly is spent on the 
search for domestic crude alone. 

A good forecast is the secret of a 
painless and effective dividend policy. 
Du Pont, for example, has a com- 
prehensive and continuous stream of 
reports flowing into the finance com- 
mittee for correlation. The committee 
knows, within a very small margin of 
error, the company’s financial posi- 
tion at any given moment, and what 
its cash needs and capital require- 
ments will be for a given period in 
the future. Once the forecast is 
weighted for contingencies, the actual 
setting of the dividend is a pretty 
routine procedure. 

Where debate really rages in board 
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rooms, brokerage offices, and man-to- 
man club-car conversations is over the 
question of stock dividends. At first 
blush, the stock dividend seems like 
the best answer to the special prob- 
lems of the times that beset both 
company and stockholder. For the 
corporation, it conserves cash, plows 
earnings back into the business, and 
enables the company to expand with 
the economy. For the stockholder, the 
stock dividend is tax-free while held, 
as opposed to the wholly taxable cash 
dividend; when sold, it is subject 
only to the capital-gains tax. 

Some very able financial officers of 
some of the best-run U.S. corpora- 
tions subscribe to these arguments 
completely. Other equally able men 
of equally distinguished affiliations, 
however, dissent: 

“We had a 5 per cent stock 
dividend in 1951. Smal! stock- 


holders found it troublesome. In- 
vestment trusts didn’t like it.” 

“It’s better and cleaner for a 
company to pay its stockholders in 
cash. After you've had a few stock 
dividends, the investor doesn’t 
know where he is. He needs an 
accountant.” 


“It doesn’t give the stockholder 

a thing he hasn’t got already.” 

But while the debate rages, it is 
worth noting that the number of com- 
panies employing stock dividends is 
increasing ai a fairly impresive rate. 
In 1950, companies listed on the 
New York Stock Exchange that paid 
stock dividends numbered 43, while 
in 1955 the number was 110 com- 
panies. In 1956 the trend was con- 
tinuing. A little over 10 per cent of 
the companies on the Exchange are 
now paying stock dividends, compared 
to 4 per cent in 1950. 
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More interesting still is the ap- 
proximate dollar value of these stock 
dividends paid by companies listed 
on the Exchange, arrived at by com- 
puting the “fair” or market value of 
the distributions at time of issue. In 
1950 the amount was $176,475,000. 
In 1955 it was $824,156,000, an 
increase of 367 per cent. 

A company’s stock, over the long 
pull, sells high only because earnings 
are high. But a reasonable payout is 
also important. For whatever power 
the so-called managerial revolution 





has removed from the stockholder, it 
hasn’t taken away his ultimate power 
—the ability to sell his stock when 
he’s dissatisfied. The stockholder 
doesn’t have to go to company meet- 
ings or even mail in his proxy to cast 
an effective vote. In the stock market, 
there’s an election going on every 
minute. Clearly, the life of the stock- 
holder in the U.S. today is not an 
underprivileged one. 


@ Robert Sheehan. 
FortTuNE, November, 1956, 
p. 147:8. 


Is Hard Selling Out of Date? 


AGGRESSIVE PERSONAL SELLING no 
longer plays a major part in our 
economy. The general attitude toward 
selling—on the part of salesmen, 
sales managers, and top executives 
alike—has changed from aggressive- 
ness to apathy. Once salesmen were 
expected to go out and sell. Now 
their main function seems to be one 
of service. 

This impiies a tremendous waste — 
waste of dollars now being spent on 
selling, and waste of unrealized op- 
portunities to pull ahead of compe- 
tition. What has happened? Why 
is selling ne longer the significant 
element in the marketing mix which 
it once was? 

The easiest course is to blame 
the decline of selling on the chrono- 
logical succession of war-inspired 
shortages and a booming economy 
which has produced a large amount 
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of discretionary spending power. 
Why bother to go through the effort 
of selling if the potential customers 
are pounding at your doors, literally 
begging for the chance to buy? 
While these reasons for the de- 
cline in actual selling may be valid, 
they are by no means the only—or 
even the major—factors. A number 
of important new marketing pro- 
cedures, attitudes, and tools have 
been developed or perfected in the 
decade since the end of the war. 
Business men have increasingly re- 
lied on these to move their products. 
The magic of TV. The explosive 
growth of the television industry has 
been a most important element in 
this picture. TV sells products, and 
the executive knows it. As against an 
expenditure in other areas of mar- 
keting—such as selling—he may well 
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prefer to expand his television budget 
because it includes so many of the 
important benefits “of face-to-face 
selling and reaches far more people 
with top-notch sales talent. 

The use of design. More and more 
companies are turning to packaging 
as a sales device. Consumer con- 
venience—more efficient spouts for 
fluid items, containers for pipe to- 
bacco that combine the services of a 
package and a pouch, bottle caps 
that serve as measuring cups—has 
been built into modern packages. 

Explaining human beings. The 
social sciences have provided business 
men with new insights into human 
behavior which are now being applied 
to problems of marketing. Managers 
can be more certain that customers 
will respond to their wares when they 
introduce them to the market place; 
they are more sure of saying the 
right things to the right people in 
their advertising. 

Supermarket thinking. One of the 
great advances in retailing has been 
the supermarket. Who sells in a 
supermarket? No one. The entire 
operation. is customer-oriented. The 
philosophy behind it is a simple one: 
Display your product, and the cus- 
tomer will be led to buy. 

The meaning of discount houses. 
Many executives have interpreted the 
rise of the discount house as proof 
of the overriding importance of price 
in modern buying, with a correspond- 
ing de-emphasis on selling. 

New tools. New mathematical 
concepts and methods, the expansion 
of operations research, the avail- 
ability of data-processing equipment 
—all have been brought to bear on 
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complex questions in the marketing 
field. They have been combined to 
establish a surer footing for the 
merchandising of goods and services, 
cutting down the possibilities of error 
and increasing the chances of suc- 
cess—to the extent that, consciously 
or unconsciously, managers feel they 
do not need the extra drive of per- 
sonal selling. 


Into this developing constellation 
of factors, a scant ten years ago, 
was introduced the idea of low- 
pressure selling. Low-pressure selling 
is basically sound. Indeed, the slam- 
bang methods of the past are simply 
unusable on today’s more sophisti- 
cated buyers. 


Unfortunately, however, the idea 
of low-pressure selling has been 
warped somewhere along the way, 
and the phrase now serves as an 
excuse for not using any kind of 
pressure. And yet the new market- 
ing developments give true low- 
pressure selling greater potentiality 
than it had ten years ago. The sales- 
man is relieved of much of the in- 
troductory, get-acquainted arguments; 
his product is known through adver- 
tising. He has a package with sales 
appeal, and is armed with knowledge 
of his customer’s likes and dislikes. 
He can be confident that his com- 
pany’s channels of distribution fit the 
needs of the product. 

Low-pressure selling demands men 
who are more flexible than those who 
peddle a canned approach. The low- 
pressure operator must be sensitive 
to others’ reactions—the half-smile, 
the hesitant statement, the slight 
hardening of the voice. Patience, a 
sincere interest in people, clarity of 








objectives, a degree of detachment— 
all are required. 

Low-pressure salesmen cannot be 
found and developed simply by fol- 
lowing cliches about the “type of 
person who makes a good salesman,” 
or by relying wholly on stock series 
of tests, questionnaires, and inter- 
views. For every company, the selec- 
tion of the right kind of salesman 
depends on its own particular selling 
situations. Far from demanding an 
extroverted, socializing, pushing kind 
of man, some selling problems in- 
volving close and continuous rela- 
tions with customers require sensitive, 
even somewhat introverted, personali- 
ties. 

Management attitude is tremen- 
dously important in improving any 
company’s sales staff. The sales man- 


ager must give his men instruction 
both in persuasion and in under- 
standing of the company, product, 
and customer environment. He must 
get out in the field, or on the floor, 
and coach the salesman on the job. 
A few companies have already 
taken steps to put more system and 
energy into their selling function. 
In such cases—all too rare—top 
management has found a surprising 
amount of room for effective action, 
and both executives and salesmen 
are pleased by the new atmosphere. 
No more effort is being expended— 
at least in the sense of hours of 
work—but it is more purposeful, 
more productive, and more rewarding. 
ws AcME REPORTER, 

October, 1956, 

gp. F25i 





Parable of the Salesman 


“AND IN THOSE Days, behold, there came through the gates of the city 
a salesman from afar off, and it came to pass as the day went by he 
sold plenty. And in that city were they that were the order takers and 
they that spent their days in adding to the alibi sheets. Mightily were they 
astonished. And it came to pass that many were gathered in the back 
office and a soothsayer came among them. And they spoke and ques- 
tioned him, saying, ‘How is it that this stranger accomplished the 
impossible?’ 

“Whereupon the soothsayer made answer: ‘He of whom you speak is 
a hustler. He ariseth very early in the morning and goeth forth full 
of pep. He complaineth not, neither doth he know despair. . While ye 
gather here and say one to the other, ‘Verily, this is a terrible day to 
work,’ he is already abroad. And when the eleventh hour cometh, he 
needeth no alibis. He knoweth his line, and they that would stave him 
off, they give him orders. Men say unto him ‘nay’ when he cometh 
in, yet when he goeth forth he hath their names on the line that is 
dotted. He taketh with him the two angels ‘inspiration’ and ‘perspira- 
tion’ and worketh to beat hell. Verily I say unto you, go and do 


likewise.’ ” 
—James X. Cahill, quoted in Steel 10/8/56 
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For the Specialist . . . 











How OASI Changes Will Affect Pension Plans 


THE SOCIAL SECURITY amendments 
passed by Congress in 1956 will make 
it necessary for many companies to 
reconsider certain aspects of their 
retirement benefit planning. Here are 
some of the practical problems to be 
faced in coordinating private plans 
with the revised government program. 

The reduction of the age—from 
65 to 62—at which working women 
can qualify for Social Security bene- 
fits will put pressure on _ private 
programs to include similar early re- 
tirement provisions. This reduction 
will also necessitate a change in the 
Social Security adjustment options 
provided in some private plans. 

Management will have to take a 
new look at private disability pay- 
ments in the light of the Social 
Security Administration’s entry into 
this field. The Social Security defi- 
nition of permanent and total disa- 
bility may influence or supersede the 
definitions used in private plans. 

Employers without any disability 
benefits in their retirement plans will 
now be under pressure to include 
them. 

Many pension plans have disability 
provisions based on the assumption 
that Social Security benefits are not 
payable before age 65. In _ recon- 
sidering these provisions, companies 
will have to decide whether to re- 
duce their benefits formula, elimi- 
nate disability benefits, or continue 
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current disability benefits in addition 
to those under Social Security. 

Unions can be expected to in- 
tensify their drive to divorce nego- 
tiated plans from Social Security 
wherever possible, even though the 
repeated increases in government 
benefits for lower-paid workers would 
seem to justify companies in compen- 
sating for Social Security in their 
own benefit plans. 

Since further changes ir Social 
Security seem probable, companies 
would be wise to make their retire- 
ment plans flexible enough to accom- 
modate revisions as they come along. 
One example of this foresight is 
found in General Motors’ plan for 
its hourly employees, under which 
disability benefits are to be adjusted at 
“age 65 or, if earlier, the age at 
which the disability pensioner becomes 
eligible for a Primary Insurance 
Benefit . . . ” Another example is 
the type of plan which provides for 
a specified percentage of compensa- 
tion, including all or part of Social 
Security payments; if government 
benefits increase, the amount pro- 
vided by the private pension is 
reduced. 

The increase in Social Security 
contribution rates poses another prob- 
lem for management. The amounts 
set aside for private pensions may 
have to be reduced to prevent the 
combined cost of public and private 
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benefits from becoming prohibitive. 
As Social Security increases its cov- 
erage and its benefit levels, there will 
be less incentive to meet needs 
through private programs. 

Current emphasis on coordinating 
private and government benefits has 
created pressure for the standardiza- 
tion of private plans so that a uni- 
versal security package could be es- 
tablished. But this disregards the 





need for a variety of private plans to 
fit different areas of our economy. 
As Social Security continues to grow 
in scope, private benefit planning 
should become increasingly con- 
cerned with tailoring programs to 
meet the specific needs of particular 
groups. 

= For Your INFORMATION. 

(Edwin Shields Hewitt and 

Associates), Vol. IX, No. 4. 


The Big Problems of Small Business 


How HARD-PRESSED is small busi- 
ness today? Dun & Bradstreet’s 
index of business failures is at the 
highest point since 1940—almost 
11,000 firms went under last year, 
and in the first eight months of 1956 
the failure total stood at more than 
8,600. Among manufacturing firms, 
Small Business Administration chief 
Wendell Barnes reported, the smaller 
man’s share of total sales and earn- 
ings has dropped—sales, from 18.9 
per cent in 1947 to 13 per cent in 
1955. 

The signs are not all black, how- 
ever: 

Dun & Bradstreet pointed out that 
the rate of failure, while it has risen 
from 42 to 52 in 10,000 during the 
past year, still stands well below the 
1939 rate of 70 in 10,000. 

Of those that fail, Dun & Brad- 
street stated flatly, 90 per cent go 
under due to inexperience or incom- 
petence. 

In the fiscal year ending June 30, 
the Defense Department gave small 
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suppliers contracts for more than 
$32 billion Cout of its total spend- 
ing of almost $21 billion). 

Despite the number that are falling 
by the wayside, the lure of running 
a business appears as strong as ever. 
Last year, almost 140,000 new firms 
opened their doors. During the war 
and postwar boom, business popula- 
tion has grown steadily—from a low 
of well under 3 million firms in 1943 
to better than 4,250,000 this year. 

Earlier this year a special Cabinet 
committee dug into the woes of small 
business and concluded that its for- 
tunes “ordinarily” wax and wane 
with the whole economy. But the 
times are far from ordinary, and the 
changes have made the small man’s 
job more difficult than before. 

Today, taxes eat up the earnings 
which were once hoarded for expan- 
sion. The country’s biggest customer, 
the Federal Government, wants com- 
plicated items that small firms find 
hard to produce efficiently. Dizzying 
advances in industrial techniques re- 
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quire more research—at a cost that 
only bigger firms can stand. 

Piled on these historic changes 
are more immediate pressures. Among 
them: 

The credit squeeze: Ernest J. Kal- 
tenbach, who heads an association of 
some 1,000 small companies in 
northern Ohio, complains that “the 
banks don’t want to take risks on us.” 
E. D. Funk, Jr., president of the 
55-year-old Funk Bros. Seed Co. of 
Bloomington, Ill., disagrees: “Money 
is tight, but for a sound, properly 
organized business, credit is avail- 
able.” 

The bankers vigorously deny any 
discrimination against small business. 
New York’s Chase Manhattan, the 
nation’s No. 2 bank, recently ran 
full-page ads pointing out that its 
small-business loans have increased 
31 per cent in number in the past 
year. 

The manpower shortage: With 
today’s full employment, manpower 
problems are plaguing big and small 
business alike, particularly in the 
skilled lines. Small-business man 
Marc A. Buettell, executive vice presi- 
dent of Ideal Industries, Sycamore, 
Iil., mourns his troubles in getting 
engineers: “When West Coast outfits 
dangle California living—swimming 
pools and all—in front of a young 
engineer, it’s pretty hard to beat.” 

The tax structure: The tax collector 
stands at every business man’s elbow, 
but the small firm finds his demands 
the most disturbing. Vice president 
Robert H. Krieble of American Seal- 
ants, a brand-new Hartford, Conn., 
firm, puts it this way: “The dice are 
loaded in the fact that if you lose, 
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it’s your loss; if you win, the gov- 
ernment takes half.” 

But for all their beefs, many 
small-business men concede that they 
have advantages, too. President Saul 
M. Silverstein of the Rogers Corp. in 
Rogers, Conn., finds an advantage in 
the “better esprit de corps, possible 
because there are fewer layers of 
communication with a small working 
force.” In addition, he says, “Because 
it is easier to get executive approval, 
a small organization is lighter on its 
feet and can move faster in certain 
situations.” 

Big business maintains it is striv- 
ing to help smaller firms. Ralph Os- 
born, manufacturing manager of 
Lockheed’s huge Marietta, Ga., plant, 
says his division has made purchase 
commitments of $605 million since 
1951—and 80 per cent of the work 
and $169 million of the money have 
gone to small companies. General 
Electric says that half of its sales 
dollars ($3.1 billion last year) went 
to its army of 42,000 suppliers, 90 
per cent of whom are small-business 
men. In Detroit, General Motors 
hands out half its income to 21,000 
suppliers. Chrysler notes that 71 per 
cent of 12,090 firms feeding its fac- 
tories employ less than 100 workers. 

The Small Business Administration 
is hard at work trying to help out. 
In the first nine months of this year, 
it made 1,918 loans, a total of 
$76,410,000. For the same months 
of 1955, the figures were 799 and 
$37,250,000. 

SBA chief Barnes fiuds the small 
business future anything but dark, 
citing “the size of the gross national 
product, the increasing birth rate 
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which brings new needs, and the to new products and new markets. 


predictions of economists that our “All this adds up to something 
standard of living will continue to good for small business.” 

Last, there are tremendous ottiweuun. 
technological developments leading October 22, 1956, p. 83:4. 


Industry Turns to Telephone Selling 


MORE AND MORE COMPANIES these days are taking the sting out of the 
sales manpower shortage by putting the telephone to work as a selling tool, 
reports a recent issue of Industrial Marketing. In many of these firms, 
sales operations are carried on largely by trained staffs of telephone sales- 
people. Some steel warehouses, for example, find they can handle many 
more accounts and orders now than they could formerly by using face-to- 
face selling alone. 

Telephone sales people are not mere “order-takers.” By using a creative 
approach, a good telephone salesman can get a substantially larger order 
than an inquirer originally intended to place. 

Some large companies selling to industry, confronted with both the high 
costs of personal selling and the difficulty of building a completely ade- 
quate staff, are seriously considering supplementing the work of their field 
salesmen with telephone selling. Under one plan, a junior salesman would 
assist each field man, taking care of service calls and other necessary 
customer contacts by phone, and thus relieving the field representative of 
many personal calls. This plan, besides reducing selling costs, would build 
a reservoir of trained salesmen who could fill vacancies in the field selling 


” 


force. 

A company might very well benefit from increased use of telephone 
salesmanship, Industrial Marketing advises, when one or more of these 
circumstances are present: 

1. If there are not enough salesmen to visit customers and prospects 
at frequent intervals. 

2. If there are many accounts that are too small to pay the high cost 
of face-to-face selling. 

3. If company salesmen have large territories, making appointments 
with buyers necessary. 

4. If service calls force salesmen to make special trips. 

5. If a company has a “crash program” for the introduction of a new 
product, or has a new offer that demands quick contact with a large 
number of customers and prospects. 

6. If there are many live inquiries from prospects who cannot be called 
on personally but should be contacted while their interest in the product 
is still high. 
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Human Relations: Can Executives 
Practice What They Preach? 


ExEecuTIves — whether in business, 
government, education, or the church 
—have power and use it. They man- 
euver and manipulate in order to get 
a job done and, in many cases, to 
strengthen and enhance their own 
position. 

Power cannot be given; it must be 
won. And the techniques and skills 
of winning it are at the same time 
the methods of employing it as a 
medium of control. Here are some of 
the political strategems that the ad- 
ministrator must employ if he is to 
carry out his responsibilities and 
further his career. 

Taking Counsc'!| The able execu- 
tive takes counse.: only when he him- 
self desires it. Throwing a question 
to a group of subordinates is all too 
often interpreted as a delegation of 
power, and the executive may find 
himself answered with a decision in- 
stead of counsel. 

If an executive allows his subor- 
dinates to provide advice when he 
does not specifically call for it, he may 
find himself subject to pressure and 
to conflicting alignments of forces 
within his own ranks. 

Alliances. A wise administrator es- 
tablishes associations with those below 
him and close alliances with other 
executives, both on his own level and 
above him, to protect and enhance 
his status and sphere of influence. 

In addition, such alliances provide 
ready-made systems of communica- 
tion, through which the executive can 
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learn at first hand how his decisions 
are being carried out and what un- 
foreseen obstacles are being encoun- 
tered. 

Maneuverability. The wise execu- 
tive never completely commits him- 
self to any program. If forces beyond 
his control compel a major change 
in company policy, he can gracefully 
cooperate with the inevitable, thus 
maintaining his status. 

An executive should preserve man- 
euverability in career planning as well. 
He should provide himself with trans- 
ferable talents, and inter-firm alli- 
ances, so that he will be able to move 
elsewhere if the conditions in his 
current organization become unten- 
able. 

Communication. It is possible that 
executives have been oversold on max- 
imizing the flow of information. It 
simply is not good strategy to com- 
municate everything one knows. Ra- 
ther, it may often be advantageous to 
withhold information, or to time its 
release. This is especially true with 
reference to plans which may or may 
not materialize; it is also valid in the 
case of information that may create 
schism or conflict within the organi- 
zation; and it is prudent when another 
executive is a threat to one’s own po- 
sition. Information is an important 
tactical weapon, and should be con- 
sidered as such. 

Compromising. The executive should 
accept compromises with outward 
good grace, but should continue to 
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press forward toward his goals. It is 
frequently necessary to give ground 
on small matters, to delay, to move off 
on tangents, even to suffer re cises 
in order to retain power for f ture 
forward movement. Concessions, h: 
ever, should be more apparent than 
real. 

Negative timing. The executive 
urged to take action with which he 
is not in agreement may find it wise 
to use what might be called the tech- 
nique of “negative timing.” He con- 
siders, studies, and plans for the proj- 
ect; he is always in the process of 
doing something, but he never quite 
does it—or he finally takes action 
when it is actually too late. 

Self-dramatization. The skill of the 
actor represents a potential asset to 
an administrator. Dramatic art is a 
process by which selections from re- 
ality are chosen and arranged by the 
artists for the particular purpose of 
arousing the emotions, of convincing, 
of persuading, of altering the be- 
havior of the audience in a planned 
direction. 

How can 1n executive acquire the 
skill of artistic communication? The 
development of sharper powers of ob- 
servation is the first step. He should 
pay attention to how a successful man 
handled himself, not what he said or 
did. Formal classes can provide the 
executive with control over his voice 





and his body. Most important, the 
executive should seize any opportunity 
to gain actual experience in putting 
such skills to work, in amateur theat 
ricals or “role-playing” sessions. 

Confidence. Once an executive has 
made a decision, he must look and 
act decided. The man who constantly 
gives the impression of knowing what 
he is doing—even if he does not—is 
using his power and increasing it at 
the same time. 

Always the Boss. A thin line of 
separation between executive and sub- 
ordinate must always be maintained. 
No matter how cordial he may be, 
the executive must sustain a line of 
privacy which cannot be transgressed; 
in the final analysis, he must always 
be the boss. 

As we delve into the study of these 
political tactics in business manage- 
ment, the contrast between modern 
human relations theory and practice 
stands out in ever-sharper relief. 

Business men, who face this para- 
dox every day in countless situations, 
cannot avoid the responsibility of ex- 
plaining or resolving it. If a viable 
philosophy of management is to be 
developed, they must contribute their 
ideas — for the sake of their own 
peace of mind, if nothing else. 


a Norman H. Martin and John Howard 
Sims. Harvarp Business Review, 
November-December, 1956, p. 25:8. 





the Palmer House, Chicago. 


AMA RESEARCH AND DEVELOPMENT CONFERENCE 


The AMA Research and Development Conference will be 
held Monday through Wednesday, March 25-27 inclusive, at 
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Women Workers: Fact vs. Fantasy 


In Topay’s tight labor markets, few 
companies can afford to ignore any 
available pools of manpower. And 
yet, a great many firms continue to 
resist or limit the employment of 
women—who, in many cases, are our 
only significant reserve. 

This attitude is particularly sur- 
prising because it persists in the 
face of mounting evidence to the 
contrary. You may have sound rea- 
sons for refusing to hire women or 
for restricting them to job categories 
within _ their 
“normal” province. But before you 
decide to continue present policies, 
check through the following list of 
common assumptions about women 
employees—and the facts that prove 
them false, in whole or in part: 

1. Women are better able, tem- 
peramentally and physically, to per- 
Many psycholo- 
gists now question whether special 
clerical aptitudes, among others, are 
really inherent in women. They 
suggest that the traditional roles and 
activities of women may have con- 
ditioned them to accept routine work 
as their lot, largely because they have 
not often been given other types of 
jobs. It is expected that, given a 
freer range of choice, they would 
show “aptitudes” that they don’t dis- 
play at present. 

2. Women cannot perform mathe- 
matical and technical jobs as well as 
men. There is no doubt that few 
women train themselves for scien- 
tific and technical careers, but the 


generally considered 


form routine jobs. 
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most significant fact is that the num- 
ber who do is rising sharply. When- 
ever trained women have been hired 
for skilled and professional jobs— 
including those usually thought of 
as men’s jobs—they have performed 
them as well as men. 

Here is a partial list of occupa- 
tions that women now hold in many 
industries without causing much 
surprise: accountants and auditors; 
auto and aircraft mechanics; chemists; 
draftsmen; engineers; executives in 
merchandising, airlines, electronics 
and many other industries; purchas- 
ing agents; management positions in 
banking and _ finance; insurance 
agents; physicists; positions in busi- 
ness machine installation and service. 

3. Women aren't as strong as 
men. Despite some notable excep- 
tions, this is true. But in companies 
with up-to-date materials handling 
and production equipment, how many 
jobs require brute strength? 

4. Women are absent more ihan 
men. This belief is to a considerable 
extent founded on fact. But the 
experience of other companies indi- 
cates that the problem of female ab- 
sentees can be dealt with effectively 
in many cases. Most important, a 
number of companies find that 
women in jobs that afford them little 
recognition are the worst offenders, 
and that upgraded women are more 
regular in attendance. 


5. Women don’t stay long enough 
on the job to warrant a heavy in- 
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vestment in advanced training. The 
key fact that management must 
recognize is that the employment 
pattern of wemen is increasingly be- 
coming a two-stage proposition. They 
work from age 18 to around 25, 
leave the workforce to marry and 
bear children, and then frequently 
return to work once their families 
are reasonably self-sufficient. This 
second age group—35 and up—is 
becoming a more and more import- 
ant source of reliable manpower. 
These older women seriously intend 
to stay with their jobs and advance— 
a fact that shows up in declining 
absentee rates. Employers seem un- 
aware that they are cutting them- 
selves off from a growing pool of 
reliable and often skilled workers by 
discriminating against older women. 

6. Women create tension and 
jealousy when they are placed in 
departments formerly staffed by men 
only. No doubt this can and often 
does happen the first time women 
are placed in a department. But it 
need not be that way if the men 
are properly conditioned to the 
change. Although women naturally 
expect to be treated as ladies so- 
cially, they quite clearly prefer to 
be treated exactly like men as far 
as the professional side of their jobs 
is concerned. 





7. It just doesn’t pay to hire 
women for men’s jobs. Clearly, there 
are special problems and some extra 
costs involved in taking on women. 
Any hope for offsetting this extra ex- 
pense by paying women less _ is 
doomed by special laws, now on the 
books of most states, that govern 
working conditions for women. In 
16 states and Alaska, laws require 
that women be paid the same rate as 
men for the same work. 

Yet, there are thousands of com- 
panies of all sizes who find that they 
can put up with these difficulties— 
and have the record to prove that 
they can still employ women profit- 
ably. On the “equal pay” rule, they 
casually point to the 32 states that 
have no such laws at all. In states 
that have the law, many occupations 
—especially those in higher brackets 
—are still exempt. 

Most important, these companies 
brag that, despite drawbacks that they 
are quite willing to grant, the effi- 
ciency of the women on their pay- 
rolls has been mounting steadily— 
and they see the reason in the greater 
interest that results from increasing 
recognition. 

#Lasor Report (Research Insti- 
tute of America, Inc., 589 Fifth 


Avenue, New York 17, N.Y.), 
Vol. 13, No. 24. 





COMPREHENSIVE PHYSICALS reveal that 92.6 per cent of executives suffer 
from some ailment, according to a survey of 600 Chicago-area business 
men conducted by the Health Research Center. Of these, 55.8 per cent 


had illnesses they were not aware of. 


—Industrial Relations News (230 West 41 Street, 
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New York 36, N. Y.) 


THE MANAGEMENT REVIEW 





d 








hire 
here 
xtra 
nen. 

ex- 


the 
yern 
In 


uire 


om- 
they 
S 
that 
ofit- 
they 
that 
‘ates 
ions 
kets 





nies 
they 
effi- 
pay- 
ly— 
ater 
sing 


nsti- 
Fifth 
okem 

24. 


EW 








Plant Location and Public Transportation: A Survey 


IN PICKING A PLANT SITE, most companies no longer have to worry 
about how their employees are going to get to work, according to a 
Management Methods survey of companies throughout the country who 
have built plants in the past 18 months. 

More than 86 per cent of the responding firms paid no attention to 
the availability of public transportation in choosing their new location. 
Reason: 97 per cent of employees get to work in private automobiles. 

Even the few companies (13.3 per cent) who did consider public 
facilities as a factor gave them little attention in finally choosing their 
locations. This was revealed by the fact that most of these companies 
reported a general lack of public facilities in the location they eventually 
selected. 

The findings of this survey may indicate a significant trend in the 
selection of plant sites. In the past, many experts have held that the 
availability of travel facilities for employees is necessary for a good local 
labor supply. But this argument is countered by the fact that, with the 
exception of big cities like New York and Chicago, private autos largely 
erase the need for public transportation to get people to work. 

Another finding of the survey further explains the diminishing impor- 
tance of public facilities in picking new plant sites: 80 per cent of new 
plant buildings are located in rural, suburban, or fringe city areas, where 
almost all families have one or more cars. 


New Trends in Employee Recreation Programs 


INDUSTRY IS SPENDING $800 million—an average of $5 per worker— 
each year on employee recreation, according to a report by the National 
Industrial Recreation Association, and more companies are adopting full- 
time programs and directors, expanding facilities, and enlarging budget 
appropriations. 

Other trends in company-sponsored recreation are broader and more 
diversified programs, a greater emphasis on family activities, special pro- 
grams of travel and entertainment, more events for women employees and 
a shift from varsity to inter-departmental athletic competition. 

Three-fourths of company-sponsored programs are administered by the 
employees themselves through athletic or welfare associations on a 
voluntary membership plan. Approximately 50 per cent of the companies 
with programs have full-time or part-time recreation directors, of whom 
64 per cent report to the head of the personnel department. 

Vending machine profits are used by 43 per cent of companies as the 
source of recreatidn funds. Club dues are listed by 42 per cent, while 
less than 11 per cent of reporting firms indicated they finance the entire 
program. In most cases management matches employee association dues. 


—The Iron Age 11/29/56 
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Why U.S. Industry Is Strong 


How HAS IT COME ABourT that U.S. 
industry is the world’s strongest? In 
what ways are its products superior 
to those made abroad, and how does 
our system operate to create this 
superiority ? 

One good illustration of both our 
industrial strengths and our short- 
comings is the automobile. There is 
no question that America produces 
good automobiles with enormous sales 
appeal; but if we examine some of 
the specific qualities that are desirable 
in automobiles, we uncover an ap- 
parent paradox. The United States 
does not make the finest automobile 
in the world, the cheapest, the fastest, 
the most stylish, the biggest, the most 
expensive, or the most economical. 
And yet, the United States produces 
by far the largest number of auto- 
mobiles (around 8 million of the 
world’s 942 million a year) and owns 
twice as many as the rest of the world. 
It would appear that American auto- 
mobiles are superior in some way not 
covered by our list. 

This superiority can be most easily 
shown by comparing all automobiles 
in terms of price vs. weight. This 
comparison reveals, that, for all sizes 
of automobiles where there is a choice 
between American cars and others, 
you get more automobile for your 
money if you buy the American car. 
In fact, we are selling automobiles 
comparable in quality to the rest of 
the world’s luxury vehicles, and in 
price to their cheap “midget” cars. 
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If we compare automobile prices 
in terms of wages paid to automobile 
workers, U.S. superiority becomes 
even more striking. An average 
British auto worker needs about one 
and one-half years’ wages just to buy 
an Austin, while'a Rolls Royce would 
cost him 10 years’ pay. The average 
American auto worker, on the other 
hand, can buy Cadillacs and Lincolns 
for less than one year’s pay and, in 
some cases, for as little as half a year’s 
pay. 

These low prices, as well as labor’s 
motivation to attain high productivity, 
are the result of certain American 
character traits. One of these is a 
constant preoccupation with the cost 
of things. If we carefully compare an 
American machine and its foreign- 
made counterpart, we will see that 
the American design engineer, in con- 
trast with his European competitor, 
tends to leave out design features that 
increase cost but provide only a small 
gain in quality. This attitude means 
tremendous over-all savings in labor 
and costs. 

Materialism is also part of the 
drive that keeps labor’s productivity 
high. We tend to evaluate a man by 
the size of his pay-check. Since a 
man’s income is measured by the 
things he owns, the demand for such 
products as automobiles and TV sets 
increases productivity by providing 
mass markets that make our labor- 
saving mass-production methods feas- 


ible. 
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Another factor that spurs American 
labor to high productivity is our 
unique combination of strong compe 
titive urge and team spirit. As two 
men work side by side, one tries to 
out-produce the other, but at the same 
time they are subconsciously working 
together so that their department will 
out-produce the one on the next floor. 
American high schools, which are 
perhaps qualitatively inferior to their 
European counterparts, nevertheless 
contribute more to our industrial 
strength than would the European 
educational system. Almost all of our 
citizens now go through high school, 
as compared with only 10 per cent 
in Europe. Although subject matter 
in our high schools must be pitched 
to the level of the average student, the 
leveling effect of universal education 
more than offsets the qualitative loss 
in our curriculum. Our free ex- 
change of ideas among workers, engi- 
neers, and management does not exist 
across the Atlantic, where education 
is affected by social level. Further- 
more, the American factory foreman 
is quite different from his foreign 
counterpart. He is the only foreman 
who is truly a part of management 
and is entrusted with executive re- 
sponsibilities. And it is the American 
high school that gives him the nec- 
essary background for his job. 
Perhaps American industry can be 





summed up in the German saying 
that a person’s strengths are the re- 
sult of his weaknesses. Our industrial 
productivity, which enables the man 
who works in a factory to afford the 
products of his labor, is intrinsically 
tied up with our materialistic view of 
life. The goal of making our products 
available to all has been achieved 
because we have applied the same 
concept to our educational institu- 
tions, with a necessary dilution of 
quality. 

Today it is more important than 
ever to understand the roots of our 
industrial strength, so that we can 
maintain that strength. If materialism 
is a fundamental source of our indus- 
trial strength, then it is possible for 
the materialistic Russians to develop 
the same sort of virile industry as our 
own. However, we have achieved a 
system whereby the products of our 
factories are actually available to all 
the people, in contrast to Russia 
where such availability is only theo- 
retical. If we keep this difference in 
mind, our industry should be capable 
of meeting any wartime or peacetime 
challenge that it may be called upon 
to face. 


= From an address by William A. 
Hadley (Director of Research 
and Engineering Division, 
Mergenthaler Linotype Co.) 
before the American Society of 
Mechanical Engineers. 








AMA MARKETING CONFERENCE 


The AMA Marketing Conference will be held Monday through 
Wednesday, February 4-6 inclusive, at the Statler Hotel, New 
York. 
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Does Your Company Sales Magazine 
Really Sell? 


COMPANY SALES MAGAZINES today 
differ widely in appearance, policy 
and content. 

Most limit their pages to their own 
products. Others also devote space to 
other products, some competitive. 
Many companies insist that separate 
publications should be developed for 
customers and employees, but others 
go along successfully serving both 
groups with one book. 

The majority of them are free, but 
some charge subscription rates. Most 
refuse ads, but several do sell space. 
Most avoid all controversial subjects, 
but at least one devotes editorials to 
politics. Products application stories 
may be by-lined by salesmen, the 
customer, freelancers. or often not at 
all. 

Some company ma:azines for deal- 
ers devote consideralie space to per- 
sonal items about dealers, while others 
limit their pages to product news and 
sales problems. Some companies will 
add anyone who asks to the mailing 
list for the magazine. Others make a 
special effort to control their reader- 
ship. 

Estimates of the number of exter- 
nals or company sales magazines, are 
also nebulous, ranging from 900 to 
3.000. A new survey by the Inter- 
national Council of Industrial Edi- 
tors indicates that 18 per cent of all 
company magazines are externals, 
while 14 per cent are combinations. 
Despite disagreement on the total, no 
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one disputes that the number of com- 
pany sales publications has been 
growing steadily now for several 
years, and that circulation has been 
rising. This has been further con- 
firmed by a recent detailed survey 
conducted by Dun’s Review & Mod- 
ern Industry among 50 companies. 

In addition to the growth in num- 
bers, there has been a notable change 
in the very nature of company pub- 
lications during the past few years. 
Purely internal house organs are 
changing over increasingly into “com- 
binations” which go to both employees 
and customers. Gossipy material about 
individual employees is giving way to 
specific information about company 
operations and products. 

Much slicker in format, much 
wider in appeal, these newer publica- 
tions are proving a highly valuable 
adjunct to the selling team. One 
solid indication of their worth is the 
fact that U. S. corporations spent 
about $200 million in 1956 to pro- 
duce them. 

Company sales magazines are being 
used for a number of specific tasks: 
(1) to reach potential customers; (2) 
to help customers make better use 
of products; (3) to help dealers and 
distributors sell more, by pushing 
selling aids, describing case histories 
of successful dealers, promoting ad 
support; (4) to build company pres- 
tige; (5) to stimulate salesmen; (6) 
to promote new uses of products. 
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Most companies make little attempt 
to trace the effects of their company 
sales magazines on sales. As one edi 
tor points out, “A salesman hesitates 
to admit anything but his own leg- 
work helped make a sale—so it is 
most difficult to measure the sales 
impact of an external sales maga- 
zine.” Accordingly, most companies 
rely on the results that show up in 
customer’s and salesmen’s comments, 
readers’ letters, and requests for re- 
prints. 

A few of the larger companies— 
conduct periodic depth interview sur- 
veys of cross-sections of their reader- 
ship in order to trace the sales impact 
of the company’s magazine. 

Systematic sales tracing efforts are 
made by the E. D. Bullard Company 
(San Francisco, Calif.), a manufac- 
turer of industrial safety equipment. 
From a circulation of 32,000, the 
company receives 1,200 postage-free 
return cards each month from read- 
ers seeking further information about 
products described in its publication. 
A carbon of each of the 1,200 let- 
ters and a lead card are then sent 
to. local salesmen and distributors, 
who return the lead card to the ad- 
vertising manager within a few 
months for a check of the results 
of the lead. 

A sales magazine that leans heavi- 
ly on product application stories is 
not only serving customers and pros- 
pects with valuable information, but 
producing highly effective sales am- 
munition for its own sales force. 


Since the sales value of a com- 
pany external is gauged largely by 
the opinions of salesmen, you should 
make every effort to see that they are 
putting it to best use. They should 
be familiar with the contents of the 
current issue, so that they can answer 
customers’ questions and point to 
product application stories that can 
solve prospects’ problems. 

However salesmen use a company 
sales magazine, it is important to see 
that they don’t treat it as a. hand- 
out. If it is passed out freely, it 
loses value in the eyes of the cus- 
tomer and becomes just another pro- 
motional piece to take up his .busy 
time. To be valuable, a company 
sales magazine must be known as a 
reliable, objective source of informa- 
tion on product applications. 

Very few company magazines that 
feature product application stories 
make a systematic effort to gather 
the material on a regular basis. But 
some firms, such as the Crane Co. 
(Chicago, Ill.) and American Brake 
Shoe Co. (New York) offer prizes 
to salesmen for providing case his- 
tories. Although gathering the ma- 
terial may cut into precious selling 
time, some companies find this a 
worthwhile investment, since it takes 
salesmen into direct contact with 
higher echelons of the customer com- 
pany and may lead to larger orders 
in the long run. 

= Thomas Kenny. 
Dun’s REVIEW AND MoDERN 


Inpustry, November, 1956, 
p. 48:4. 





THE FIRST EXECUTIVE FUNCTION is to develop and maintain a system of 


communication. 
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—Chester I. Barnard 
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A New Look in Stockholder Meetings 





DURING the past several years many companies have stepped up their 
efforts to lure stockholders to annual meetings. One result: Former annual- 
meeting attendance records are being broken left and right. 

As the 1956 annual meeting season drew to a close, a cross-country PR 
survey of annual meetings found plant tours more common, product dis- RE 
plays more informative, management-shareowner discussions increasingly (4 
frank, management hospitality more lavish. Recently, Western Air Lines, N. 
Inc., meeting its stockholders in Los Angeles, served boneless squab and aul 
wild rice, gave lady stockholders dew-fresh orchids and the men choice ma 
cigars. In five years, stockholder attendance has doubled. rat 

One major force behind the trend to jazzed-up meetings is the growing =e 
awareness that dissatisfied stockholders can make things uncomfortable —< 
for complacent management. Therefore, many companies feel that dis- 
plays and plant tours help sell stockholders on company products. me 

Some stockholder relations specialists fear the trend may get out of acc 
hand. T. C. Thomsen, vice president of Mellott, Thomsen, Pitney & Co., inc 
New York financial relations firm, says, “It might be there has been too bel 
much emphasis on entertainment, pie and coffee, and rewards for annual tin 
meeting attendance, and not enough attention given to the basic pro 
purposes of the meeting.” But the trend away from stolid, conventional lyir 
annual meetings keeps going. 

Stockholder turnouts at some meetings are also being fattened by large 19: 
employee-stockholder representation. Half of Sun Oil Co.’s stockholders dus 
are employees, and are allowed time off their jobs to attend the annual aa 
meeting. of 

A few managements hold brief official meetings, then journey to large age 
financial centers like Chicago, New York, and Philadelphia to give stock- an 
holders an opportunity to air their questions, complaints, or compliments mui 
in open discussion with company officers. A: 

—Business Week foll 
ind 
cou 
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Not-So-Secret Secrets ind 
AN EXECUTIVE who recently took a new job in the same industry observed an 
the other day: “My new friends astonished me by telling me practically EXE 
all of what we, in the old firm, had considered our most valuable trade MA 
secrets. From which I infer that, in this industry—and probably in a good By 
many others—the so-called trade secrets are not, and possibly never were, age? 
so very secret, after all.” 11, 

As a footnote to this is the doctrine of a famous football coach who, Wh 
being asked once if he didn’t fear a traditional opponent’s learning his swit 
plays, said, “I not only don’t fear it: I'll give "em a complete diagram of mar 
every one of those plays—and still beat ’em. It isn’t the play; it’s the _ 
players and the execution that count.” _ 

Management Briefs (Rogers, Slade and Hill, New York) No. 77 auth 
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PRODUCTIVITY AND ECONOMIC PROG- 
RESS. By John W. Kendrick. Challenge 
(475 Fifth Avenue, New York 17, 
N.Y.), November, 1956. 20 cents. The 
author analyzes the factors—both hu- 
man and technological—behind our high 
rate of productivity increase, which, he 
maintains, has been largely responsible 
for the remarkable rise in our living 
standards. Some economists—pointing 
to momentous technological improve- 
ments in the making—predict a strong 
acceleration in the rate of productivity 
increase. It is more likely, the author 
believes, that our productivity will con- 
tinue to advance at its present high rate, 
providing a basic measure of the under- 
lying health of our economy. 


1957 SITE SELECTION HANDBOOK. In- 
dustrial Development (Conway Build- 
ing, North Atianta 19, Ga.), October, 
1956. $3.00 per year. The purpose 
of this special annual is to assist man- 
agement with the problem of picking 
a new plant site which will yield maxi- 
mum benefits at lowest operating costs. 
A 32-page section of general advice is 
followed by a geographical directory of 
industrial development groups in this 
country and Canada, and there is also 
a special reference section listing indus- 
trial development corporations, planned 
industrial districts, location consultants, 
and so forth. 


EXECUTIVE RESPONSIBILITY FOR AUTO- 
MATIC DATA PROCESSING SYSTEMS. 
By Lowell H. Hattery. Advanced Man- 
agement (74 Fifth Avenue, New York 
11, N.Y.), December, 1956. $1.00. 
When a company is contemplating the 
switch to automatic data processing, top 
management would be wise to take a 
direct, personal responsibility for guid- 
ing the feasibility study and eventual 
installation of the new system, the 
author believes. .To make the transition 
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as smooth and effective as possible, he 
recommends that management: (1) re- 
quire inter-departmental analysis of po- 
tential applications; (2) establish full- 
time working teams for detail studies; 
(3) attend sessions of these teams; (4) 
assure the participation and full under- 
standing of staff groups; (5) organize 
seminars at each management level; 
and (6) give full support to successful 
installation. 


FOREIGN FIRMS FLOURISH IN YANKEE- 
LAND. By Mitchell Gordon. Com- 
merce (1 North La Salle Street, Chicago 
2, Ill.), November, 1956. 35 cents. 
The number of foreign-owned com- 
panies producing in the United States 
is growing at a remarkable rate, the 
author says, reporting that foreign di- 
rect long-term investment in this coun- 
try totalled some $4.3 billion at the 
end of 1955—65 per cent more than 
just eight years earlier. This article 
describes some of these foreign com- 
panies: who they are, why they were 
attracted to this country, and how they 
are operating today. 


HOW TO DEVELOP A PUBLIC RELA- 
TIONS PROGRAM. By William Ruder 
and David Finn. Management Methods 
(22 West Putnam Ave., Greenwich, 
Conn.), September, 1956. 50 cents. 
When a public relations program fails, 
say the authors, the reason is usually 
the lack of a real goal. This article 
describes successful public relations 
programs that were given direction by 
one of four general long-term objectives: 
the desire (1) to project an image of 
the company, (2) to change the image 
of the company, (3) to cope with 
threatened product obsolesence owing 
to changing social attitudes or competi- 
tive product development, or (4) to 
develop sustained interest in a product 
that threatens to become a passing fad. 
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INDUSTRIAL RELATIONS 


DEVELOPING PARTICIPATION: SOME 
FUNDAMENTAL FORCES. By Eugene 
Emerson Jennings. Personnel Journal 
CP. O. Box 239, Swarthmore, Pa.), 
October, 1956. 75 cents. Although 
participation by trainees can be of tre- 
mendous value to group training in 
human relations, results are adversely 
affected by too much participation, 
as well as by too little, in the author's 
view. This discussion of the degree of 
participation desirable describes how 
such factors as the realization by 
trainees of their need for training, the 
size of the group, and the climate 
created by the training director can de- 
termine the kind of participation that 
will be obtained and its value in stimu- 
lating learning. 


FEDERAL LAWS AFFECTING LABOR 
ENACTED DURING 1956. By Ilse S. 
Addicks. Monthly Labor Review (U.S. 
Government Printing Office, Washing- 
ton 25, D.C.), October, 1956. 55 
cents. Workmen’s compensation, wage 
standards, and retirement and disability 
benefits were among the principal sub- 
jects of federal labor legislation in 1956. 
This article summarizes the general 
significance and purpose of the most 
important new laws, and amendments 


to old laws, in the labor field. 


“| HAVE ENOUGH ENGINEERS.” By 
Hiram Brown. Steel (Penton Building, 
Cleveland 13, Ohio), November 12, 
1956. 50 cents. This article describes 
how one company (Solar Aircraft Co., 
Des Moines, Iowa) is licking the engi- 
neer shortage by assigning its profes- 
sionals to key positions rather than 
wasting them on routine tasks. Assisted 
by carefully selected technicians, a few 
engineers do the work of many, and 
their morale has been boosted by having 
authority, responsibility, and an oppor- 
tunity to apply their talent. Recom- 
mending Solar’s set-up for other firms, 
the author stresses the importance of 
efficient communications procedures so 
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that the skill and knowledge of the pro- 
fessional engineers can be transmitted to 
the technicians. Several forms for this 
purpose are illustrated. 


YOU CAN HELP MANAGERS GROW. 
By Louis Cassels. Nation’s Business 
(1615 H Street, N.W., Washington 6, 
D.C.), November, 1956. Reprints 10 
cents. Companies must grow their own 
executives to meet the critical need for 
more management talent, in the opin- 
ion of Raymond L. Randall, manage- 
ment training specialist of the U.S. Civil 
Service, whose views are reported in 
this article. Starting with the premise 
that executive development is more a 
state of mind than a set of procedures, 
Mr. Randall discusses some fundamental 
principles on which an effective devel- 
opment program should be based, with 
particular emphasis on the group ap- 
praisal system. 


THE ROLE OF THE CONSULTANT IN 
INDUSTRIAL RELATIONS. By Irving 
Paster. Michigan Business Review 
(School of Business Administration, 
University of Michigan, Ann Arbor, 
Mich.), November, 1956. Gratis. Es- 
pecially to the small employer, an out- 
side consultant can be helpful both in 
solving problem situations and handling 
labor relations on a continuing basis, 
says the author. Three case studies are 
included by way of illustration. 


FEATHERBEDDING. By Walter L. Day- 
kin. Labor Law Journal (Commerce 
Clearing House, 4025 West Peterson 
Avenue, Chicago 30, IIl.), November, 
1956. $1.00. A comprehensive dis- 
cussion and analysis of a labor weapon 
which has been most frequently em- 
ployed, says the author, as a means of 
mitigating the effects of technological 
changes. Attempts to control feather- 
bedding by law have had little suc- 
cess, he observes—largely because of 
the extreme difficulty of arriving at an 
adequate definition. 
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OFFICE MANAGEMENT 


MAKE ALL YOUR REPORTS A PART OF 
YOUR SYSTEMS PLAN. By Leslie Mat- 
thies. The Office (232 Madison Ave- 
nue, New York 16, N.Y.), November 
1; 1956. 35 cents. For companies 
plagued by a never-ending stream of 
reports that don’t seem to perform any 
useful function, the author suggests in- 
corporating reports into a company sys- 
tems plan, so that an executive can tell 
his subordinates what he wants reported 
to him and how often. By applying 
the principle of “management by ex- 
ception,” reports can often be restricted 
to those which actually require execu- 
tive action. 


A PROCEDURE FOR SMALL PARTS OR- 
DER FULFILLMENT. By Eugene V. Eckert. 
The Office (232 Madison Avenue, New 
York 16, N.Y.), November 1, 1956. 
35 cents. Threatened with inundation 
by a mounting flood of paperwork, a 
rapidly growing supplier of electronics 
parts (Valley Electronic Supply Co., 
Burbank, Calif.) developed a simplified 
order system by consolidating forms and 
reducing separate writings. New forms 
performing multiple functions have 
ended misplaced orders, faulty stock 
allocations, and mismatching of invoices 
and shipping orders. [Illustrations of 
the forms accompany the text. 


MAKING AN ORGANIZATION ANALY- 
SIS. By H. J. Neufeld. Office Executive 
(132 West Chelten Avenue, Philadel- 
phia 44, Pa.) October, 1956. 50 cents. 
Organization structures and systems age 
surprisingly fast, the author says, and 
the growth and complexity of modern 
business accelerate this process. This 
article outlines six steps by which the 
Great-West Life Assurance Co. (Win- 
nipeg, Man.) analyzed and improved 
its organizational structure to obtain 
greater efficiency and substantial cost 
reductions. 


A REVOLUTION IN FILING PROCEDURE. 
Office Executive (132 West Chelten 
Avenue, Philadelphia 44, Penna.), No- 
vember, 1956. 50 cents. A unique 
open-shelf filing system developed by 
American Insurance Co. has solved the 
problem of missing files, reduced the 
operating and maintenance cost of the 
Records Department, and improved the 
morale of the records clerks. This 
article gives a detailed description of 
the new system, which features mobile 
desk-and-chair units—equipped with 
telephone headsets—designed so that 
record clerks can ride along a perma- 
nent track parallel to the open-file 
shelves. 


PRODUCTION MANAGEMENT 


TOTAL QUALITY CONTROL. By Armand 
V. Feigenbaum. Harvard Business Re- 
view (Soldiers Field, Boston 63, Mass.), 
November-December, 1956. $2.00. 
Manufacturers today are finding them- 
selves faced with demands from cus- 
tomers for ever-higher quality, while 
the cost of quality is continuing to rise. 
As a solution, the author offers a con- 
cept he calls “total quality control,” 
based on the principle that the deter- 
mination both of quality and of quality 
cost should take place throughout the 
entire industrial cycle from the design 
of the product to its sale. Outlining the 
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organization and operation of a “total 
quality control” program, the author 
emphasizes that a greater concentration 
on preventing quality failures will re- 
sult in the substantial reduction of ap- 
praisal and failure costs. 


PREVENTIVE MAINTENANCE. By Carl 
G. Wyder. Facto.y Management and 
Maintenance (330 West 42 Street, 
New York 36, N.Y.), September, 1956. 
Reprints 50 cents. This comprehensive, 
23-page how-to feature offers much 
useful information on setting up and 
operating a preventive maintenance 
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system. Many aspects of the program 
are thoroughly discussed, including 
selling management on preventive main- 
tenance, inspection frequency and sched- 
uling, and selecting and training a 
maintenance force. Observing that pa- 
perwork is usually the most troublesome 
problem in a preventive maintenance 
program, the author gives special atten- 
tion to this subject, describing the 
paperwork procedures used sucessfully 
by seven different plants. 


PLANNING FOR SAFER MATERIALS 
HANDLING. By Richard J. Sweeney. 
National Safety News (425 North 
Michigan Avenue, Chicago 11, TIIl.), 





This im- 
portant area of industrial safety is 
treated like a neglected step-child by 
many companies, the author says, and 


November, 1956. $1.00. 


consequently hazards which would 
never be tolerated in production de- 
partments are allowed to exist on re- 
ceiving docks, in storage areas, and in 
shipping departments. After pointing 
out the many danger spots to be found 
in materials handling operations, the 
author describes an effective safety pro- 
gram, stressing the importance of co- 
ordinated planning, employee educa- 
tion and training, proper supervision, 
and thorough maintenance of materials 
handling equipment. 


MARKETING MANAGEMENT 


1957 MARKETS. Sales Management 
(386 Fourth Avenue, New York 16, 
N.Y.), November 10, 1956. $1.00. 
Stressing the theme that marketing is 
moving into its greatest decade of pro- 
gress, this special issue studies various 
aspects of today’s market and presents 
some long-range predictions of the mar- 
keting picture of the future. Highlighted 
is a comprehensive survey of buying 
power based on 261 metropolitan 
county areas, and there are also fea- 
tures on the best markets for 1957, the 
meaning of the population boom to mar- 
keting, what marketing approaches can 
make people buy in 1957, and the like- 
ly trend of capital spending. 


HOW TO LIVE WITH JOB PRESSURE. 
Nation's Business (U.S. Chamber Build- 
ing, Washington 6. D. C.), September, 
1956. Reprints, 10 cents. The greatest 
occupational hazard of the American 
business man is nervous strain, accord- 
ing to this interview with Dr. Robert 
H. Felix, Director of the National In- 
stitute of Mental Health. In this article, 
Dr. Felix suggests methods by which the 
harried executive can avoid the serious 
mental and physical consequences of 
nervous tension by reorganizing his at- 
titudes, goals, and habits—both in and 
out of the office. 
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THREE-IN-ONE MARKETING. By Reavis 
Cox. Harvard Business Review (Sol- 
diers Field, Boston 63, Mass.), Novem- 
ber-December, 1956. $2.00. The au- 
thor disagrees with those who believe 
marketing can never be scientifically 
planned and controlled because it is so 
dependent on the vicissitudes of human 
nature. The first approach to the prob- 
lem, he suggests, is to try to clarify 
the marketing manager's function, and 
he discusses three different views of 
that function: (1) the purchasing agent 
concept; (2) the investor concept; and 
(3) the horse-trader concept. 


CANADA: LAND OF OPPORTUNITY 
FOR INDUSTRIALISTS. By Frederick 
Borden. Industrial Marketing (200 
East Illinois Street, Chicago 11, IIl.), 
September, 1956. 25 cents. On an over- 
all basis, Canada is putting oyt goods 
and services at nearly the same rate 
as American producers, the author says, 
but relatively higher production in a 
few specific industries indicates that 
a huge market for industrial products 
exists in many other areas. The author 
gives current figures on U. S. exports 
to and investment in Canada, and dis- 
cusses some of the more important 
present and potential markets for Amer- 
ican-made goods. 
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FINANCIAL MANAGEMENT 


THE HOW AND WHY OF TIGHT 
MONEY. By J. Cameron Thomson. 
Commerce (1 North LaSalle Street, 
Chicago 2, Ill.), November, 1956. 35 
cents. For more than a year, there have 
been both praise and criticism of the 
Federal Reserve System’s policy of mak- 
ing money progressively tighter and 
more expensive in an effort to control 
the current powerful inflationary forces. 
In this article, the author states the 
case for the Federal Reserve policy and 
gives an appraisal of the prospects for 
its success. 


SECURITY ANALYST: A ONE-MAN PUB- 
LIC. By Harold M. Gartley. Public 
Relations Journal (2 West 46 Street, 
New York 36, N.Y.), October, 1956. 
75 cents. To generate interest among 
investors and make themselves better 
known in the nation-wide financial 
community, more and more companies 
are giving security analysts a compre- 
hensive picture of their operations. The 
author describes the functions of the 
modern security analyst and suggests 
some ways in which companies can 
most effectively tell their stories to these 
leaders of investment opinion. 


FORECASTING THE CASH BALANCE. By 
William M. Fischer. Cost and Manage- 
ment (31 Walnut Street South, Hamil- 
ton, Ontario), November, 1956. 50 
cents. Accurate cash forecasting aids 
a company in operating on a sound 
financial basis, the author observes, 
since it predicts how much cash will be 
on hand to meet day-to-day expenses 
and extraordinary costs, as well as re- 
vealing when the cash balance is too 
large or too small. This article dis- 
cusses how an effective cash forecast 


should be made. 


HIGHLIGHTS OF THE NEW PENSION 
AND PROFIT-SHARING REGULATIONS. 
By Meyer H. Goldstein. (Pension Plan- 
ning Company, 625 Madison Avenue, 
New York 22, N.Y.). Gratis. This 
booklet offers a detailed survey of the 
government's new ground rules for 
organizing and operating pension and 
profit-sharing plans. In addition to 
new regulations clearly defining the 
position of the Internal Revenue Serv- 
ice on the statutory changes effected by 
the Internal Revenue Code of 1954, 
there are clarifying rules covering other 
areas not affected by statutory changes. 


INSURANCE MANAGEMENT 


THE CASE AGAINST VARIABLE AN- 
NUITIES. By Frederic W. Ecker and G. 
Keith Funston. Dun’s Review and 
Modern Industry (99 Church Street, 
New York 8, N.Y.), October, 1956. 75 
cents. In separate articles under this 
heading, each author cites his reasons 
for believing that variable annuities 
represent an unsound departure from 
traditional life insurance practice. Both 
views stress three main points: (1) 
The variable-annuity§ purchaser _re- 
ceives no guarantee of fixed income; 
(2) widespread sale of variable annui- 
ties would result in insurance com- 
panies owning an undue proportion of 
stocks; and (3) since variable annui- 


JANUARY, 1957 


ties are considered securities by the 
SEC, insurance companies would be 
subject to increased federal regulation. 


BOILER AND MACHINERY FORMS. By 
J. A. Sebert. Best’s Insurance News 
(75 Fulton Street, New York 38, 
N.Y.), October, 1956. 50 cents. To 
keep up with the constantly increasing 
complexity of modern industrial equip- 
ment, boiler and machinery insurance 
has been considerably revamped in the 
past 20 years. Some recent develop- 
ments are discussed by the author, in- 
cluding broader boiler coverage and 
greater use of repair or replacement 
coverage. 
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Is Too Much? 
The Burden of Executive Reading 


mw Lydia Strong 


SoMEWHERE IN AMERICAN INDUSTRY today there is an executive 
who has to do an appalling amount of reading. In addition to 
handling his other heavy executive responsibilities, this unfortunate 
man is obliged to spend at least four hours a day perusing business 
reports and correspondence, books, newsletters, and business maga- 
zines. Since he seldom gets through all this by five o'clock, he 
conscientiously bundles the excess into his briefcase for an hour's 
study at home. 

Being a glutton for punishment, he devotes much of his leisure 
time—about 10 hours a week—to newspapers, news magazines, 
and books—mainly nonfiction, though he occasionally permits him- 
self to relax with a good historical novel. All in all, he spends at 
least a quarter of his waking hours with eyes glued to the printed — 
or typewritten — page. 

Should any reader feel a bond of kinship with this martyr to 
the written word, the reason is fairly simple. A survey just com- 
pleted by THe MANAGEMENT REviEw suggests that his predica- 
ment is hardly an unusual one—in fact, that he is actually the 
typical American executive. 

The survey findings ought to dispel any lingering traces of the 
fable that executives don’t do much reading. Indeed, if they did 
very much more, it’s difficult to see how they would find time for 
the business of management. On and off the job, executives are 
among the most serious and persistent readers in the U.S. today. 
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They read, doggedly, in the office, at home in the easy chair, and 
even in bed. They complain, it’s true, about their reading burdens, 
but they do little to ease them—except to take courses that equip 
them to do still more reading in the same amount of time. 

It has been alleged that executives don’t read books. Perhaps 
they don’t read enough to keep book publishers entirely happy; 
few Americans do. But the proportion of book readers among 
executives covered in this and other surveys is far higher than the 
proportion among high school graduates, among college graduates, 
and, incidentally, (so far as figures from dissimilar studies can be 
compared ) among psychologists, generally considered a pretty literate 
group. 

FACTS PREFERRED 

It was alleged in the same article that the executive, in his spare 
time, reads hardly anything but murder mysteries. But the respond- 
ents to this survey, though not averse to whodunits, prefer historical 
novels. Furthermore, they appear to read more non-fiction than 
fiction; their tastes run to*such subjects as history, biography, eco- 
nomics, and science. They show also a consistent interest in books 
on business and management—a segment of publishing, inciden- 
tally, which has been enjoying a minor boom during the past few 
vears. 

Admittedly, the sample surveyed is above average. Questionnaires 
were sent to 996 executives selected from a cross-section of MAN- 
AGEMENT Review readers. Of the 213 who replied, 158, or three 
out of four, are in top management and 30 in middle management. 
The remaining 25 either did not state their titles or could not be 
classified (though internal evidence suggests that most are members 
of top management). 

Most of the respondents (69) are in general management: presi- 
dents, executive vice presidents, divisional managers, and the like. 
But there are substantial numbers of financial and industrial rela- 
tions executives, some men in production and in sales, and a few 
each in engineering, research, and office management. Both an 
executive’s status and the kind of work he does appear to influence 
his reading habits. 

On the average, respondents spend just over four hours a day 
on business reading. Two and three-quarter hours of this go into 
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“must” reading: reports, correspondence, and essential reading in 
magazines, newsletters, and the like. Over an hour and a quarter 
goes into optional reading: books, magazines, and other materials 
that the executive reads voluntarily to improve his general ability 
and competence. 

On the average, company presidents and other officers spend 
more time reading than other top executives: about four and a 
quarter hours a day. Middle manayers average half an hour less 
reading time. 

But these differences are minor compared with the differences 
between individuals. There are presidents—though only a few— 
who get by with as little as one to one and a half hours of daily 
reading, and there are junior executives who devote four hours a day 
to the “musts” plus an hour or more (usually at home) on the extras. 

The job makes considerable difference. Sales managers average 
five hours a day of business reading. (One regional sales director 
for a large food firm puts in seven hours a day—one at the office, 
three at home, and three while commuting; another sales director 
reads eight hours a day.) Production men get off easiest, with just 
over three and a half hours a day. This swing may be attributed 
partly to a difference in job requirements, but it reflects also, in 
many cases, a difference in temperament. 


WHY TIME IS WASTED 
Sad to relate, not all of this high-priced time is put in to advan- 


tage; four men out of five say that some of it is wasted. Asked what 
causes the waste, they blame it overwhelmingly on “wordy or re- 


petitious material.” Many complain also of “material I shouldn't 


have to read,” of “poorly organized or unclear material,” and “ma- 
terial seen too late to be useful.” A number of executives note the 
necessity to sift through stuff that looks as though it might be useful, 
though it turns out not to be; a few criticize the duplication of 
content in trade and business magazines. One company officer 
explodes: “There is just too much material to be read, and when 
you get all through reading a title that sounds intriguing, in 90 
per cent of the cases you get little or nothing from it.” 

Only a minority attribute waste to any deficiencies of their own: 
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slow reading and related problems, difficulty in concentrating, or 
poor organization of material. 

Generally speaking, financial executives—comptrollers, finance 
vice presidents, treasurers—are the least patient, the most likely to 
suspect that some of their reading is a waste of time. Sales execu- 
tives, who do by far the most reading, are the least critical. One 
New England sales manager who admits to 40 hours a week of 
business reading feels that all of this time is well and profitably 


spent. 
WHERE THE TIME GOES 


By and large, reports and memos eat up the largest portion— 
almost a third—of the average respondent’s reading time, with 
correspondence running a close second. These two chores account 
for 60 per cent of his total business reading. Business magazines, 
often read at home, take up one-sixth of total reading time; books, 
also brought home, take 9 per cent, and about the same time is 
devoted to economic newsletters. A number of respondents go out 


of their way to mention business newspapers such as the Wall 


Street Journal and the Journal.of Commerce. 

As a man rises and becomes more and more responsible for 
decisions shaping his company’s future, he quite understandably 
grows more interested in economic indicators. Company officers 
spend more time than non-officers, top management spends more 
time than middle management, in the reading of economic news- 
letters. In other respects also, rank makes the differences that might 
be expected. Middle managers spend more time on correspondence, 
top managers more on reports and memos. 

Business books get mure attention from the men at the top and 
the bottom of the ladder—the middle managers and the presidents 

-than from the men in between. 


HOW MANY MAGAZINES? 


Executives have personal subscriptions to a large number of busi- 
ness magazines: over eight on the average, and the number rises 
with rank from seven for middle managers to 15 for company 
presidents. 

In just under half the cases, the company pays for all personal 
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subscriptions; in most other cases it pays for some. Only a few 
men—mainly middle managers—pay for all their own magazine 


subscriptions. 

When to these personal subscriptions are added the many mag- 
azines circulated by the company, it becomes clear that the reading 
of magazines alone—if done thoroughly—could take up the whole 
day. 

Yet, no matter how many magazines are received, an average of 
40 minutes a day is spent on magazine reading; this holds true with 
only slight variation for presidents, who receive 15 publications, 
and for middle managers, who receive seven. It seems evident that 
limits are set by the individual’s sense of timing, and that he uses 
whatever short-cuts are necessary—including the wastebasket—to 
keep himself within these limits. 





TIME-SAVERS 


Reading for highlights is the short-cut favored by four out of 
five respondents—a preference that might well be pondered by 
editors of business magazines. Othet methods of improving reading 
efficiency, each used by about one out of four executives, are in- 
creasing one’s reading speed; having an assistant screen incoming 
reading matter; and setting aside time to concentrate on reading— 
evenings at home, more often than not, though a few eager beavers 
get up early and read reports for an hour a day before breakfast. 

Can reading matter be effectively screened by others? One 
company treasurer has his doubts: “Too much time has to be spent 
reviewing all the reading material to determine which of it has 
value. Don’t think this can be assigned to someone else.” 

But an insurance company planning director reports a system 
which helps his colleagues, if not himself: 

“We have 30 to 35 periodicals coming into our office weekly or 
monthly—mostly insurance trade papers. . . . While there are worth- 
while articles in practically all of them, for the most part they are 
repetitious to an extraordinary extent. 

“At present, all these magazines come directly to me. I skim 
through, abstract pertinent articles and news, and have the abstracts 
reproduced weekly and sent around to the various offices, here and 
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elsewhere in the country. Thus busy managers can get the top 
articles without having to waste an inordinate amount of time.” 

Eighty-six respondents report that their companies circulate ab- 
stracts of books, reports, articles, in this way. A larger number, 
112, have libraries, and 173 companies, or more than 80 per cent 
of those represented, route magazines to their executives. A com- 
paratively simple expedient, circulating the tables of contents of 
magazines, is used by few. Some companies send memos calling 
attention to reading matter of special interest. 

“Rapid reading” has become an area of increasing interest to 
management over the past few years. Forty-three persons, 20 per 
cent of the sample, have been exposed to company-sponsored train- 
ing for improvement of reading speed and comprehension. Com- 
ment on such courses appears generally favorable, though not en- 
thusiastic: of 38 comments, 22 are favorable, six unfavorable, 10 
are mixed. 

Favorable feelings are expressed in such statements as: “Excellent 
results in an area of great need”; “Increased 45 per cent”; or “It 
has helped us all—mostly in comprehension.” The unfavorable 
comments might be summed up in “No help to me” and “Not 
worthwhile; tailored to college students, not middle-aged, experi- 
enced business men.” One man says: “I do not like to read under 
pressure, nor do I wish to increase my reading speed if it means 
more pressure.” 

Most people having mixed feelings about rapid reading feel that 
results have not been conclusive in their companies. Some say the 
increase in reading speed didn’t last, others worry about comprehen- 
sion keeping up with increased speed—if it lags, says one vice- 
president, the result is “confusion, frustration, high-spotting.”* 

Contrary to the stereotype of the executive commuter with his 





*A detailed report on a reading improvement program in the .Navy (PER- 
SONNEL, September, 1956, p. 141 ss.), shows definite increase, even a year 
after the course, in comprehended reading speed: the number of words read 
and understood per minute. The authors, though approving reading improve- 
ment courses in principle, remain “cautious about making sweeping state- 
ments concerning the universal benefits to be derived from such a program. 
. .. There are many aspects of reading improvement for adults about which 
we do not know as yet; adequately controlled studies . . . are few and 
far between.” 
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nose buried in his briefcase, fewer than one-third of the survey 
respondents make a habit of doing any business reading on the way 
to work, and only half of these spend more time at it than might 
be needed to go through the business pages of the daily paper. 

Home reading is quite a different matter. Of 206 men answering 
a question on this, all but 13 do some business reading at home. 
The time spent averages from 15 minutes to four hours a day; 
median for the group is one hour a day. Men on the way up tend to 
spend less time on such homework than the men who have “arrived.” 

Magazines, mentioned by 106 respondents, are by far the most 
popular business reading done at home. Next come business books 
(37) and reports and memos (31). A number read management 
material at home, others read financial and economic data. More 
than a few executives, however, are less selective; for them, home 
is the place to tackle the overflow from the office, or “whatever is 
pressing at the moment.” 


BUSINESS BOOKS 


Executives of middle rank are the best customers for business 
books, if this survey is indicative. A larger proportion of middle 
managers than of top managers answer the question: “How many 
business books Cif any) have you read in the past year?” And they 
read more books: six on the average—some men have read as many 
as 40. Top managers, on the other hand, averaged four business 
books last year. Just over four is the average for the entire group.* 

These books don’t, it would seem, have quite the impact that 
their authors might desire. Only 65 men responded to an invitation 


*Books mentioned by more than one respondent are, in order of frequency: 

The Practice of Management. Peter F. Drucker. Harper & Bros., New 
York, 1954. 

Management in Action. Lawrence A. Appley. American Management As- 
sociation, Inc., New York, 1956. 

Effective Communication on the Job. M. J. Dooher and Vivienne Marquis 
(editors). American Management Association, Inc., New York, 1956. 

A Guide to Modern Management Methods. Perrin Stryker and the Editors 
of Fortune. McGraw-Hill Book Co., New York, 1954. 

Developing Your Executive Skills. Auren Uris. McGraw-Hill Book Co., 
New York, 1955. 

Automation. John Diebold. D. Van Nostrand Co., Inc., New York, 1952. 
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to name one or more business books they had found particularly 
interesting or worthwhile. Most of the 70 books mentioned are on 
management in general; next come personnel and industrial re- 
lations, executive development, improvement of communications, 
and books on technical and engineering subjects. 


READING FOR RELAXATION 


Despite the burden brought home in the briefcase, survey par- 
ticipants manage to squeeze in more than ten hours a week of non- 
business reading. It would be pleasant to report that this is primarily 
for relaxation, but, (unless today’s headlines are considered relaxing) 
the evidence indicates otherwise. Almost half the time is devoted 
to newspapers: four and a half hours a week for the average re- 
spondent. Magazines take up three and a quarter hours a week, 
books two and a third hours. Top managers tend to spend more 
time on newspapers and magazines than men of middle rank. The 
compulsion to keep up with current affairs is very strong. One 
vice president says: “I don’t see how an executive can keep up 
without reading at least three newspapers—in my case, the local 
paper, The New York Times, and the Wall Street Journal.” 

Facts seem to have more appeal than fiction to business men. 
Of the 188 answering a question on the types of reading they 
prefer, 186 check some form of non-fiction as against 154 checking 
any form of fiction. And the total number of mentions of non-fiction 
is almost double those for fiction. 

News and current events rank highest in preference (143 
choices). Next come general magazine articles (108), history and 
biography (78), economics (70), sports (44), science (40), re- 
ligious, spiritual, and inspirational reading (34), and hobbies (31). 
Not included in the checklist, but mentioned by a few respondents, 
are such topics as travel, politics, sociology, humor, personal im- 
provement, men’s magazines, and a scattering of professional and 
technical topics. 

Historical fiction is by far the most popular with survey respond- 
ents (96 choices), a finding that checks with the high interest in 
factual history and biography. Mystery and suspense stories are 
liked by 72 executives, “light novels” by 55, serious modern novels 
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by 40, adventure stories by 36. Only a few care for either science 
fiction or Westerns. 

Asked what non-business magazines they read regularly, 186 
men list a total of 110 magazines. Non-fiction predominates, though 
a few magazines offering mixed fiction and articles are also popular. 
Many executives name craft and hobby periodicals in a wide variety 
of fields, though few such magazines get more than a single mention. 

The following are named (no checklist was provided for maga- 
zines) by more than 10 respondents: 

Life (105), Time (80), Saturday Evening Post (67), Reader’s 
Digest (64), Newsweek (28), Collier’s (22), Fortune* (19), 
Better Homes & Gardens (18), U.S. News & World Report (17), 
Look (15), National Geographic (15), New Yorker (15), Sports 
Illustrated (14), Holiday (12). 


BOOKS IN GENERAL 
Survey respondents read, on the average, 11 non-business books 
last year. The differences among individuals are tremendous—all 


the way from zero to several hundred books. The differences by 
rank favor men on the lower echelons: Middle managers average 
13 books a year, company presidents seven. 

In general, the men who read most business books also read 
most non-business books; in the entire survey there are only eight 
executives (or 4 per cent) who read no books at all last year. This 
compares quite favorably with the results of a 1952 study by the 
American Institute of Public Opinion in which 57 per cent of high 
school graduates, and 26 per cent of college graduates, were found 
not to have read a single book for the past year. A 1956 survey 
of psychologists by the magazine Contemporary Psychology, inciden- 
tally, showed that 28 per cent had read no professional book, 24 
per cent had read no non-professional book, in the past six months. 

Of 185 executives who state how many books they read last year, 
153 go on to name one or more that they specially enjoyed. In 
these choices, fiction has a slight edge over non-fiction. 





“Despite the fact that the question specified non-business magazines. 
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Over-all, history is the favored topic, and the Civil War a subject 
of extraordinary interest (as it is currently to the reading public 
at large). Next in popularity are novels about the executive life 
(Cash McCall and The Man in the Gray Flannel Suit get nine 
mentions apiece, the largest number for any single books). Biogra- 
phies are favorites, particularly books about Lincoln and MacArthur. 
The Last Hurrah, a close-to-life study of a political personality, is 
named by seven respondents. Humorous books, like Don’t Go Near 
the Water, Auntie Mame, and No Time for Sergeants get a few 
mentions, and many books about science, religion, philosophy, travel, 
and foreign affairs are named. A number of men are reading the 
classics: Dostoevsky, Dickens, Thackeray, Tolstoy. Among the more 
frequently mentioned modern authors are Bruce Catton, Winston 
Churchill, Arnold Toynbee, J. P. Marquand. 

Unquestionably, executives—like other mortals—become self- 
conscious when asked about their reading preferences. The tend- 
ency to put one’s best foot forward is shown in the almost total 
neglect of mystery writers, despite the strong interest in this category 
expressed in answer to a different question. 

Nevertheless, the list of books specially liked, though high-sound- 
ing, is far from stuffy. The emphasis appears to be strongly on facts 
and ideas, rather than on fantasy. Literary style is not a criterion 
—the books run the gamut from Polly Adler’s A House Is Not a 
Home to the collected works of T. S. Eliot. 

Sixty men, or more than one-quarter of the total, are book club 
members. Twenty belong to the Book-of-the-Month Club, 15 to 
Reader’s Digest Condensed Books. Four business book clubs and 
six others catering to general interests are mentioned. 


TV IS A FACTOR 


Television has definitely made inroads into reading—especially 
non-business reading. Only six men report that they do not have 
TV sets, and like other small minorities, they incline to be militant. 
“Have so far successfully avoided having TV in the home,” is a 
typical comment. 

One-third of the respondents say that time spent on TV has cut 
into their business reading; close to two-thirds—60 per cent—say 
it has cut into non-business reading. 
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HOW MUCH IS ENOUGH? 

Few respondents read as much as they would like to. Eighty- 
six per cent of those who express themselves on the subject feel 
they don’t get enough reading done. Even the minority who say 
they read enough are not necessarily satisfied. One man says: “I 
would like to use more time to read the things I should, and less 
time on reading useless junk.” 

Also, despite the average 30 hours a week spent on reading, half 
the respondents feel they are giving it too little time. Eleven per 
cent say they read too much (“with too little effect,” one respondent 
adds); and the remainder, 38 per cent, feel they devote enough 
time to reading in view of their other commitments and responsi- 
bilities. 

A few men are troubled because they read enough about business 
but ought to spend more time on “non-business books, and broader, 
more cultural reading.” One company officer says, “The question 
of time is hard to answer. I guess I’m spending about the right 
amount. Reading is a great joy to me, although I realize that my 
non-business reading is on the light side, probably as a result of so 
damn much required business reading.” 

In sum, the executive emerges as an intelligent reader, a 
harassed reader—above all, a constant reader. He tries hard to keep 
up with an endless flow of “must” reading that is too often verbose, 
repetitious, or just plain irrelevant. 

His tastes, as reflected in his non-business reading, are above 
average; on and off the job, he is seeking for fact, point, and con- 
tent. All too often, he doesn’t get it. But the fault often lies pretty 
close to home. Most of what executives must read originates with 
other executives—and if executives generally were to make a deter- 
mined effort to clarify and simplify their own written communi- 
cations, it seems safe to say that the executive reading problem 
wouldn't be half the headache it is today. 





LATEST ESTIMATES indicate that no less than 18 big nuclear power 
plants will be coming into operation in the U.S. between 1957 and 
1962, Industrial Marketing reports. Total new investment will be well 
over $650 million, according to the Atomic Energy Commission, with 
six private plants accounting for over $200 million by themselves. 
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Men of Letters 


AN ALBUM OF EYE-WEARY EXECUTIVES 


READING ROTS THE BRAIN, says a New England proverb. How far 
we've wandered from that simple, sage advice! If too many reports are 
getting you down, glance through the thumbnail case histories below. 
You may find in one of them a clue to the solution of your own special 


business reading problem. 


Read-Hog. A hateful name, but 
what other fits a man who—even 
with the best of intentions—holds 
everything for six weeks or more? 
The report you ask him for is al- 
ways the one he’s just about to 
start on—but the next time you 
ask he still hasn’t got around to it. 
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Coupon Clipper. He may not notice 
the items that might do the com- 
pany some good, but he never 
misses free offers of vitamin pills, 
petits fours, or trick paperweights. 
There’s method in his madness: 
once the librarian finds out who 
has been mutilating the magazines, 
he’ll probably be dropped from the 
routing list. 





Faster, Faster. Attendance at vari- 
ous rapid-reading courses, innate 
natural ability, and a habit of 
severe concentration enabled this 
eager beaver to step up his read- 
ing speed to 1,023 words per 
minute with well over 99 per cent 
comprehension. But the word got 
around. He is now asked to read 
and comment on every depart- 
mental report—and his work is as 
far behind as ever. 








“Brief Me.” Five minutes before 
the meeting starts, you are button- 
holed in the hall by this boy 
wonder—the only person con- 
cerned who hasn’t read your care- 
fully condensed 25 pages of 
analysis and recommendations. 
You can’t afford to antagonize 
him, so just sum up your six 
months’ work in six easy sentences. 
No long words, please—he’s in a 
hurry. 








Caption Skimmer. His method is simplicity itself: just read everything 
in large type, and the first two lines underneath it. Amazing how 
much stuff he can get through in an hour or so—and how little 
impression it makes! 
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The Vacant Chair. A huge. lumpy 
pile of urgent reading in the IN- 
box often reminds a man of urgent 
errands down the hall. Besides, 
an executive ought to spend a 
certain amount of time just stroll- 
ing through the plant, talking 
with the people, getting the feel of 
things. Agreeably enough, it often 
turns out that by the time he gets 
around to those reports the need 
for action has passed. 
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Wall of Words. The reading prob- 
lem here is not his, but his com- 
pany’s. He keeps himself so busy 
keeping informed that he has no 
time to make decisions or perform 
other risky or diagreeable chores. 











Robot Reader. Flick, flick. Reading 
is a simple eye motion, left to 
right. As long as his eyes scan 
every word of each document, he’s 
done his duty. Understanding? 
Action? Don’t be naive! If his 
OUT pile got switched with his IN 
pile, he’d go through it all again. 





Fact Spotter. Now, that’s interest- 
ing! Detritus Unlimited spent 82 
per cent of its 1956 gross on 
operations research, while Catchall 
Consolidated chose to invest $9 
million in forms analysis. Hmmm, 
better make a note of that, to im- 
press the boss at the next staff 
meeting. 


Homebody. What’s more relaxing, 
of a winter evening, than to settle 
down in a comfortable chair with 
a good, meaty business report? 


Clean Desk. An ideal method—open, alas, only to top-ranking execu- 
tives of well-heeled corporations. All material intended for the eyes 
of the Chief must sieve through a series of eagle-eyed aides who 
prune, trim, and condense until nothing is left of the weightiest 
report but a single paragraph of Basic English. 


a Text by Lyp1a STRONG 
s Drawings by At HoRMEL 
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Automation: 


A Look Ahead 


a Daniel Bell 


IN THE CURRENT CONCERN with understanding, communica- 
tion, and participation, we find a change in the outlook of man- 
agement, parallel to that which is occurring in the culture as a 
whole, from authority to manipulation as a means of exercising 
dominion. The ends of the enterprise remain, but the methods 
have shifted. Overt coercion is replaced by psychological persuasion. 

If one hopes to provide a new spirit among workers and a new 
appetite for work, one needs to consider the worker as more than 
a part of a “human relation” in a factory. His job must not only 
feed-his body; it must sustain his spirit. 

One of the fascinating discoveries of an American sociological 
study, The Man on the Assembly Line, by Charles Walker and 
Robert Guest, is the way in which the men, resenting the mechani- 
cal harness to which they are hitched, sought to “buck the line,” 
in some small way to introduce variety and assert their own work 
rhythms. One way was to build “banks,” that is, to accumulate a 
number of sub-assemblies of items; another by “working up the 
line” very fast and then catching a breather. The most popular 





Mr. Bell, a lecturer in sociology at Columbia University, is the Labor Editor 
of Fortune. This article is an extract from his recently published essay, 
Work and Its Discontents (Beacon Press, Inc., Boston, 1956; 56 pp.; $1.25), 
and appears here by permission of the publisher. 
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jobs in the plant were those of utilitymen, foremen, and repair- 
men—those least resembling assembly-line jobs. The utilitymen, 
who act as substitutes for the line men at various times, spoke of 
getting an idea of the whole line, of meeting and talking with 
different workers, and of knowing all the jobs. “To one un- 
familiar with assembly line work experiences,” remark the authors, 
“the difference between a job with five operations and a job with 
ten, or between a job taking two minutes to perform and a job 
taking four might seem far too trivial . . . (yet) for the worker 
one of the most striking findings of this study is the psychological 
importance of even minute changes in his immediate job experience.” 

The implications of the Walker and Guest study are fairly 
simple. Since detailed job breakdown becomes socially (Cand 
humanly) self-defeating, the answer lies in job rotation, in job 
“enlargement,” and in lengthening the work cycle. Whatever the 
losses this entails from the view of time-and-motion study—and 
cost—the gain in workers’ satisfaction is the fact we should consider. 

On the surface, such a “solution” should be acceptable to man- 
agement. Has not the psychologist told him that a worker who is 
more satisfied will be more productive? But what if this is not so? 
What is to be done if the cost of making workers more satisfied 
is not offset by increased output? 


PRODUCTIVITY VS. WORKER SATISFACTION 


Recently a research team at the University of Michigan reported 
on a year-and-a-half experiment in a large insurance company. Two 
groups of clerks were given a large degree of autonomy in mak- 
ing decisions as to the arrangement of work, such as when to take 
recesses, how to handle lateness, who would work overtime. Two 
other groups, comparable in all respects with the first, were super- 
vised strictly, and all decisions were made administratively by 
superiors. The researchers had supposed that “increased participa- 
tion in decision-making would increase the motivation to produce.” 
But, to their dismay, it didn’t turn out that way. The “hierarchically 
organized” groups showed the greater gains in productivity. (Nor 
could these increases be attributed to extraneous factors, since 
comparable groups outside the experimental program showed no 
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gains at all during the same period.) Yet it was also clear that the 
individuals who controlled their own work routines liked their work 
much more than those subject to administrative control; and the 
individuals in the “hierarchical” set-up also expressed strong 
preference for the group-decision process. 

Clearly, here is a “value” problem: Which “variable” should 
one seek to maximize, the satisfactions of the immediate work 
group, or the productivity of the company? Stated more generally: 
Should work be organized so as to increase output and decrease 
costs and—assuming these benefits are passed on—so that there 
is a larger product for society? Or should work be organized so 
as to benefit the individuals on the job? Since relative costs are 
the variables around which our utilitarian calculi revolve, who 
shall bear the costs, the consumer or the worker? 

Historically, the answer of the market society has been that the 
consumer should benefit. This underlies our concept of efficiency. 
In a competitive economy, how can any single company take on the 
burden of increased costs, unless all competitors do likewise? 


IS AUTOMATION THE ANSWER? 


If there is an escape from this dilemma, it may lie in the vast 
development of automatic controls and continuous flow, which 
creates the possibility of eliminating the workers from production 
completely. 

On its present scale and complexity, the continuous-flow inno- 
vation dates back only to 1939, when Standard Oil of New Jersey 
and M. W. Kellogg Company erected the first of the oil industry’s 
great fluid-catalytic crackers. In these new plants, the raw material, 
fluid or gas, flows continuously in at one end, passes through intri- 
cate processing stages and debouches in a 24-hour stream of 
products at the other. The whole plant is run from central con- 
trol rooms by a few men at the control panels, while mobile 
maintenance crews take care of any breakdowns. The new Ford 
engine plant in Cleveland, opened in 1952, provides almost a 
continuous operation from the original pouring of sand and the 
casting of molds to the flow of molten iron and the shaking out of 
fully cast engine blocks, with few human hands involved in the 
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operation other than to speed the flow of work by checking empty 
gauges, and to operate the high overhead cranes which lift the 
mass of metals. Thus foundry work, the grimiest of human de- 
nigration, has given way to the machine. 

This new industrial revolution is symbolized in the word 
“automation.” The term itself was coined in 1948 by the engineer- 
ing division of the Ford Motor Company to describe the opera- 
tions of some new “transfer machines” which mechanically unload 
the stampings from the body presses and position them before 
machine tools that automatically drill and bore the holes for 
other parts to be inserted. The purists among the engineers dis- 
miss the Ford process as “advanced mechanization,” or grudgingly 
call it “Detroit automation.” For them, the term “automation” 
is reserved for processes in which high-speed, self-correcting Ci.e, 
feedback) instruments control the operations of other machines. 
Automatic devices, they point out, are quite ancient. The Romans 
had an hydraulic float valve to regulate the water level in their 
storage tanks. The Dutch used such devices to keep windmills 
facing into the wind. James Watt devised a “flyball governor” to 
keep his steam engine clacking at constant speed. Quite ingeniously, 
the old Yankee flour mills of 150 years ago operated with true 
“automation” principles: the grain from wagons was unloaded into 
a hopper where, after being mechanically weighed, it was carried by 
a screw-type conveyor and bucket elevator to the top floor; there, 
by force of gravity, the grain flowed into hoppers which regulated 
the amounts fed to the millstones; the ground grain, now flour, was 
sifted mechanically through screens into barrels, and conveyed away 
by barge or wagon. 


FORMS OF AUTOMATION 


Whatever the claims of the ancients, what is new today is the 
simultaneous introduction of so many different processes whereby 
direct human labor has been eliminated and mechanical or elec- 
tronic devices regulate the flow of work. These processes are of 
four orders: 

1. Continuous flow or automatic handling operations, such as 
in the oil refineries or the new engine-casting plants. Here the 
worker is a dial adjuster, maintenance man, skilled repairman. 


78 THE MANAGEMENT REVIEW 





2. Data-processing systems, or the use of giant electronic “brains” 
which can store millions of bits of information and select the 
required item in a fraction of a second. The United States Steel 
Corporation has installed a data-processing system whereby incom- 
ing orders are simultaneously translated, through tapes, into pro- 
duction, scheduling, traffic and shipping orders for the relevant 
plant; into volume and income information for the company’s 
operating and financial records; and into billing, invoicing and 
price notices to the customers. The Bank of America has a 25-ton 
“bank clerk,” an electronic machine made up of 17,000 radio 
tubes and a million feet of electric wire, coyly named “Erma,” 
which is capable of handling the bookkeeping details on 50,000 
checking accounts a day. It accepts “stop” payments and “hold” 
orders, catches overdrawn accounts, and prints monthly statenfents 
at a speed of 600 lines a minute. 

3. Self-correcting control devices which “instruct” machines, 
through punched tapes, very much like the ones in old piano 
players. An automatic lathe developed by the Arma Corporation, 
through punched tape instructions, machined a workpiece in 
four minutes, to tolerances of 0.0003 of an inch, which normally 
was machined in 30 minutes by a skilled machinist working with 
drawings. A concrete-mixing plant, in use by the Cleveland 
Builders Supply Company, loads onto ready-mix trucks any one of 
1,500 different mixing formulas. A punched card, coded for the 
formula, is inserted into an electronic control panel, and the de- 
sired mixture is delivered by conveyors onto the waiting truck; 
the control mechanisms even measure and compensate for any 
deficiency or excess of water in the sand, coarse rock, and slag 
that go into the mixture. 

4. Automatic assembly. Admiral Corporation and several other 
major electrical manufacturing companies have machines that can 
“spit out” completely assembled radios. A machine called Autofab, 
produced by General Mills, will put together in one minute the 
number of electronic units that previously took a worker a full day 
to assemble. 

While some of these plants resemble the image of the “robot 
factory” which science-fiction writers have conjured up for decades, 
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they are still one step away from “true” automation. Today, fully 
automatic assembly is possible only when a large output of a single 
product is called for. But such inflexible, single-purpose machinery 
is too costly for medium or short production runs, and consequently 
the adoption of such machines tends to “freeze” the design and the 
technological stage of the product. True automation would design 
products in terms of a multi-purpose machine, rather than a ma- 
chine for each product. If such machines ever were produced 
they would create a revolution, not only in technology but in 
aesthetics as well. The concept of what a radio or a stove should 
look like, for example, might have to change drastically. In the first 
industrial revolution, fixed aesthetic habit dominated the design 
of a machine. When, in the famous Crystal Palace Exhibit of 
1851, iron was introduced for the first time into construction as 
well as machinery, the first structures and artifacts, true to the 
predominant imagination, were ornamental and baroque rather than 
utilitarian. Only gradually did the “modern” emphasis that the 
form should express, rather than hide, the function gain the 
upper hand. Yet, although the designer is no longer conservative, 


the engineer still is. It is easier for him to create single-purpose 
automatic machinery that can produce quick, spectacular results. 
But the adoption of these expensive machines will only delay the 
coming of the flexible automatic machines, capable of turning out 
a wide variety of products, and producing a true machine revolution. 


ECONOMIC EFFECTS OF AUTOMATION 


Americans, with their tendency to exaggerate new innovations, 
have conjured up wild fears about changes that automation may 
bring. Norbert Wiener has pictured a dismal world of unattended 
factories turning out mountains of goods which a jobless popula- 
tion will be unable to buy. Such projections are silly. Even if 
automatic controls were suddenly introduced, regardless of cost 
considerations, into all the factories that could use them, only 
about 8 per cent of the labor force would be directly affected. 

It is evident that automation will produce disruptions; and many 
workers, particularly older ones, may find it difficult ever again to 
find suitable jobs. It is also likely that small geographical pockets 


80 THE MANAGEMENT REVIEW 





of the United States may find themselves becoming “depressed 
areas” as old industries fade or are moved away. But it is unlikely 
that the economic effects of automation may be any greater, say, 
than the social disruptions which follow shifts in taste, or substi- 
tution of products, or changes in mores. The rise of a functional 
style in architecture, for example, has meant a decrease in the 
ranks of brick masons, plasterers, painters, and molders. The sub- 
stitution of oil for coal has cut in half the required number of 
miners. The fact that young people now marry at any earlier age 
has produced a sharp slump in the textile and clothing industries, 
for marrying earlier means that one dresses up less, dresses more 
casually, and spends more of the family budget for house and 
furniture. 

Whether the nation can absorb all such disruptions depends on 
the general level of economic activity, and this itself is a function 
of the productive growth of the economy. Over the last decade and 
a half Americans have learned, through a flexible tax and fiscal 
policy, how to regulate the economy and stimulate its growth. The 
government, as gyroscope, can offset overproduction and under- 
consumption. The question is largely one of politics rather than 
economics, of the willingness of the government to act, when 
necessary. 


SOCIAL CONSEQUENCES OF AUTOMATION 


Automation, however, will have enormous social effects. Just 
as factory work impressed its rhythms on society, so the rhythms 
of automation will give a new character to work, living, and leisure. 

Automation will change the basic composition of the labor force, 
creating a new salariat instead of a proletariat, as automatic processes 
reduce the number of industrial workers required in production. 
In the chemical industry, for example, output rose, from 1947 to 
1954, over 50 per cent, while the number of “blue-collar” workers 
increased only 1.3 per cent. At the same time, the number of 
non-production workers, that is, professional, supervisory, clerical, 
and sales personnel, increased by 50 per cent. In 1947, the 
ratio of production workers to non-production workers was 3:1. 
In 1954, in a seven-year period, the ratio had dropped to 2:1. 
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In its most important consequence, the advent of automation 
means that a corporation no longer has to worry about a large 
labor supply. This means that new plants can be located away 
from major cities, and closer to markets or to sources of raw ma- 
terials and fuels. Sylvania, for example, which has 43 plants, has 
built its most recent ones in such out-of-the-way places as Nelson- 
ville, Ohio; Burlington, Iowa; and Shawnee, Oklahoma. The com- 
pany has also insisted that its plants be smaller, and it placed a 
limit of 700 persons to be employed in a plant. In this way, the 
corporation can exercise new social controls. The works manager 
can know all the men personally, and the social divisions of the 
small town will recapitulate the social gradations in the plant. 

The decentralization of industry may equally revolutionize the 
social topography of the United States as a whole. As new plants 
are built on the outskirts of towns and workers live along the 
radial fringes of the spreading city, the distinction of the urban 
and the suburban becomes increasingly obliterated. In its place 
may appear one scenery, standard for town, suburb, countryside, 
and wild. 

But more than topographical changes are involved. The very 
matutinal patterns will change as well. The major economic fact 
is that, under automation, depreciation rather than labor becomes 
the major cost. And when labor is relatively cheap, it becomes 
uneconomical to keep an enormously expensive machine idle. To 
write off the high capital investment, more and more of the auto- 
mated plants may expand shift operations in order to keep the 
plant running 24 hours a day. And so more and more workers 
may find themselves working “out of hours.” 

This break-up of the work day is accentuated by a different 
aspect of the changing economic pattern of the country. As in- 
comes rise and hours are reduced, more and more families begin 
to spend increasing amounts of money on recreation and travel. 
This rising demand for entertainment and services, for hotels, 
motels, vacation resorts, garages, theatres, restaurants, television, 
requires more individuals to work “out-of-hours”—evenings and 
week-ends—in catering to these desires. In the next decade, per- 
haps a fourth or more of the labor force will be working special 
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hours. The multiplication of such special work groups, with their 
own internal life and modes of recreation, is one of the features 
of a consumer-oriented culture. 


AUTOMATION AND THE WORKER 


For the individual worker, automation may bring a new concept 
of self. For in automation men finally lose the “feel” of work. 
Whatever the derogating effects, the men who use power-driven 
tools sense these instruments, almost as in driving an automobile, 
as an extension and enlargement of their own bodies, their ma- 
chines responding, almost organically, to their commands and 
adding new dexterity and power to their own muscle skills. As 
a machine tender, a man now stands outside work, and whatever 
control once existed by “setting a bogey” Ci.e., restricting output) 
is finally shattered. As one steelworker said, “You can’t slow down 
the continuous annealer in order to get some respite.” With the 
new dial-sets too, muscular fatigue is replaced by mental tension. 

Yet there is a gain for the worker in these new processes. Auto- 
mation requires workers who can think of the plant as a whole. 
If there is less craft, less specialization, there is the need to know 
more than one job, to link boiler and turbine, to know the press 
and borer and to relate their jobs to each other. 

There may be an end, too, to the measurement of work. Modern 
industry began, not with the factory, but with the measurement 
of work. When the worth of the product was defined in produc- 
tion units, the worth of the worker was similarly gauged. U) 
the unit concept, the time-study engineers calculated that a wo: 
would produce more units for more money. 

But under automation, with continuous flow, a worker’s worth 
can no longer be evaluated in production units. Hence output- 
incentive plans, with their involved measurement techniques, may 
vanish. In their place may arise a new work morality. Worth will 
be defined, not in terms of a “one best way,” not by the slide rule 
and stop watch, not in terms of fractioned time or units of pro- 
duction, but on the basis of planning and organizing and the con- 
tinuously smooth functioning of the operation. Here the team, not 
the individual worker, will assume a new importance; and the 
social engineer will come into his own. 
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Building 
Tomorrow’s 
Management 


Today 


g C. Wilson Randle 


Partner, Booz, Allen & Hamilton 
Chicago, Il. 


Topay’s serious sHoRTAGE of management personnel plays no 
favorites. The situation is general throughout all industry and all 
functional areas—and, more disturbing, it promises to get worse 
before it gets better. Part of the current deficiency arises from the 
general economic situation, and part is self-created. 


The amazing growth pattern of American business—larger or- 
ganizations, new businesses, and  decentralization—consumes 
executives at a voracious rate. To this must be added the toll of 
potential executives claimed by war and military service, a missing 
generation of management as an outgrowth of the depression, and 
a population distribution unfavorable to an increasing supply of 
management persons. 

Not content with these forces, which are largely beyond control, 
we have compounded the problem by perpetuating an outmoded 
system of time advancement that brings a person to the top too late 
for much top-management service—and too old to meet the rigors 
of exacting executive duties. Moreover, the necessity of business 
efficiency has resulted in the specialization of management talent, 
up to and including vice presidents, thereby eliminating a fertile 
proving ground for broader management talents. In addition, the 
pressure of modern business significantly increases executive death 
and disability. 

These things taken together have sired a problem of serious 
proportions. Vacancies—either now present or immediately immi- 
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nent—are found in most companies in most industries. Executive 
requirements are now 46 per cent higher than before the war— 
and, on the other hand, turnover is one-third greater. * 

Industry is painfully aware of this problem and vigorously seeking 
a solution. One avenue of approach is to go outside the company 
and seek the needed executives in the market place, but the supply 
is limited, the price is high, and too much recourse to this alterna- 
tive will seriously injure the morale of the incumbent executives. 

It thus becomes an inescapable fact that most management needs 
will have to be filled from within the company. This can be done 
in several ways. Some business men still cling to the hope of the 
natural ascendency of management talent. However, in the crisis 
situation now present, industry cannot wait for executives to happen; 
it must make them happen. This is the role of management develop- 
ment and the reason it is in the forefront of executive attention. 

The importance of executive development and its influence on 
long-term business efficiency would seem to assure the use of effec- 
tive, highly sophisticated techniques and approaches. Yet this is not 
the case. Rather the converse is true; every authentic survey 
discloses that executive development is far from a science. For 
example, an American Management Association survey of 2,000 
companies revealed that only 30 per cent had development plans 
at all; and of this number, only 25 per cent Cor 7% per cent of 
the total) had “comprehensive” plans.+ In addition, mortality of 
programs is high, results disappointing, and disillusionment fre- 
quent. So a seeming anomaly exists: An obviously important task is 
being handled in a manner that ill befits its station. 

What's the reason for this situation? It is obvious that no thor- 
ough answer can be supplied within the briefness of these pages, 
but, at least, we can mention several basic concepts that will add 
materially to the success of management development. 


ASSESSMENT OF ENVIRONMENT 
Generally speaking, little attention is paid to the company 
environment—the atmosphere in which the executive must grow. 


* The Growing Problem of Executive Turnover (Chicago: Booz, Allen and 
Hamilton, 1953), p. 3. 

t Joseph M. Trickett, A Survey of Management Development (New York: 
American Management Association, Inc., 1954) pp. 24 and 29. 
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And yet this is, perhaps, the major influencing element in manage- 
ment development. Within a favorable environment, executives tend 
to grow and develop as a matter of natural consequence, and a 
well-conceived development program will pay priceless dividends by 
accelerating executive growth. Conversely, if a favorable environ- 
ment does not exist, development programs can be multiplied many 
fold without achieving real success. 

There are two general types of environment: that which prevails 
in the company as a whole and that which surrounds each 
individual. 

Total Company Environment. The first component of company 
environment is attitude—attitude on the part of top management, 
which must plainly support and participate in the development 
program. This sets the tone for the entire development process. In 
addition, the attitude of wanting to be developed must prevail in 
each individual. No one can be developed against his will. 

The type of organization also influences company environment. 
Decentralization, with consequent delegation of authority, develops 
people faster than a highly centralized type of organization. Organi- 
zation that provides competition for key positions—or that which 
makes the promotional road apparent—speeds executive growth. 

Other things influencing company environment are a promotional 
system based on ability rather than length of service, a compensation 
system that rewards growth and is keyed to productivity, a communi- 
cation system that makes the individual aware of company policies, 
objectives, and operations, and a human relations approach that 
dignifies the individual and makes him feel he belongs and is making 
a contribution. 

These things provide a company environment in which people 
grow faster. Without them, growth is slow, if not absent. 

The Individual’s Environment. The _ individual’s immediate 
environment is made up of his superior, his associates, the job 
requirements, and his working conditions. This means that an 
environment in which a supervisor delegates, advises of performance 
expected and the achievement against such expectancy, construc- 
tively offers suggestions and advice on more effective ways to do the 
job, and counsels on development needs and ways to meet those 
needs is a situation where management growth is likely. 
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Add to this business associates of good abilities and high per- 
formance, job requirements that are clear and challenging and 
working conditions that are pleasant, non-distracting, and keyed to 
position requirements, and you begin to have the ingredients of good 
individual environment. To complete the picture, every person 
should have known performance standards that “stretch” his abilities. 
Companies that do not expect or require much of their executives 
are rarely disappointed. To paraphrase a popular industry slogan, 
“If you expect more of a person, you will get it.” 

These various things that surround the individual constitute his 
environment. They make for his growth or the absence of it. 

Incidentally, the type of environment immediately surrounding 
the individual can explain why one executive develops well in spite 
of a poor company environment and another doesn’t develop well 
although an excellent company environment is present. 

These two types of environment—company and individual—are 
basic clues to the success or failure of executive development. Both 
should be carefully assessed before undertaking a development 
program. 


BUILDING THE CORRECT STRUCTURE 


Too little attention has been paid to organizing for executive 
development, defining responsibilities, and identifying relationships. 
The result has often been detrimental to the development program. 

The development of executives is a line function. It is an 
unavoidable responsibility and cannot be delegated. Wherever 
supervision resides, an inseparable development function exists. 
However, it is necessary to provide the line with coordination, advice, 
and assistance. This administrative function is a staff responsibility 
that should be structured in such manner as to be effective. 

How can this be done? First, it should be recognized that staff 
functions are usually more effective downwards than upwards. 
Hence, administration of the executive development program should 
be structured at the highest level at which you expect the program 
to be effective. In some companies, this may be at a middle-manage- 
ment level; in others, at a top-management level. 

Experience also shows that development administration works 
best when it is not attached to a functional area of the business. 
The development of accountants, for example, may be structured 
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under accounting, but if development is to take place in all com- 
pany areas, it is best to make it a general management or executive 
function. Moreover, placing it next to the executive function 
provides development administration with a prestige that permits 
more effective operation. 

One other key organizational point remains: The executive 
development function should be so structured and supported that 
everyone recognizes its permanency. The past history of executive 
development shows many instances where, in a period of business 
downturn, the development activity was among the first to be 
eliminated. This type of approach is not designed to inspire the 
confidence needed to make development successful. 

Thus, these organizational concepts—structuring high enough 
to be effective, having affiliation with no functional area, and 
providing insurance of permanency—are basic to successful de- 
velopment. 


PROVIDING DEVELOPMENT OBJECTIVES 


Some companies have adopted executive development as one 


such circumstances, development becomes an end in itself, rather 
than a means to an end—the growth of executives. To start a 
development program without specific objectives is to foredoom it. 

The constructive way of setting objectivesisto_determine the 
needs of the executive. This can be done by appraisal or evaluation 
—formal or informal, as the case may be. The executive must be 
measured against the requirements of his position and against other 
and higher positions he might hold before his weaknesses—the gaps 
that need to be filled—become evident. Development is largely an 
individual matter; when a person’s needs are determined, develop- 
ment efforts can be directed against a specific known target— 
against a definite objective. This writes realism into a development 
program. 

Setting development objectives by appraisal must be a_ basic 
management function if the executive development program is to 
produce the valuable results a company has—the right to expect. 
Executives can and should be developed by design rather than 
accident. 
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PROVIDING THE PROPER FOCUS 


The fact that people “learn by doing” carries over to management 
development. Most development takes place while the man is 
carrying out the functions of his position. In most companies, 85 
to 90 per cent of an executive's growth takes place “on the job”— 
yet a large percentage of manageiment development programs are 
primarily concerned with sending people to management schools, 
bringing authorities in to lecture to them, or following similar 
patterns of conduct that take a person away from the place he 
learns best. 

These things are all valuable and useful, but they are supplemen- 
tary to the main stream of development, which is on-the-job training. 
Any management development program that does not take cogni- 
zance of this fact is out of focus. To be effective, executive develop- 
ment must be attuned to a working situation. An effective executive 
development program cannot be built around supplementary training. 


EVALUATING THE RESULTS 


Once an executive program is launched, the work has just begun. 
A fully satisfactory answer to the development problem cannot be 


achieved immediately. As in manufacturing, research, or education, 
the program must be improved as it goes along. This means employ- 
ing the feedback principle—taking a look at results and making im- 
provements in the development program as it is in operation. 

How can this best be done? First, executive appraisal cannot be 
a one-shot approach. People change and grow, particularly at 
younger ages and lower management levels. Executive appraisal must, 
therefore, be a_periodic, continuing function so that a “moving 
picture” of managemént-is-obtained, rather than a “snapshot” that 
may soon be out of date. This continuing look at people will make 
clear how they are developing, what weak points the development 
program is not correcting, and what modification needs to be made. 
Thus appraisal should be used as a feedback’mechanism to improve 
the development program gradually. 

The second point concerns group development and improvement 
of the environment. For evaluating growth and change in these 
areas, the attitude or opinion survey can prove extremely useful. It 
must, of course, be tailored to the things you wish to find out. If 
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an attitude survey of this sort is given at the institution of the 
program and regularly repeated—say at one- or two-year intervals— 
the general progress of the program can be noted. Here again, the 
feedback arrangement can be employed to strengthen the executive 
development program in those areas where expected results have 
not been forthcoming. 


CONCLUSION 
These five basic concepts — assessment of environment, building 


the correct structure, providing development objectives, providing 
the proper focus, and evaluating the results—are among the most 
neglected areas of executive development. At the same time, they 
are areas that are critical to the success of today’s most vital 
executive task—that of developing the most valuable and perishable 
resource of the business, its management talent. 


How Good Is Your Campus Recruiting Program? 


ARE YOU WASTING MONEY on college recruiting? Many companies are 
and don’t realize it. To spot costly leaks in your own procedure, suggests 
the Research Institute of America, check against these points: 

Do you give colleges enough advance notice of your visits? -They need 
time to line up the best selection of students for your interviews. , 

Do you provide job descriptions to guide college authorities in ¢hoosing 
candidates? 

How much general background about the company do you give students 
before the interview? Candidates should have a chance to study company 
reports, employment policies, etc., so that they'll know what questions to ask. 

Do you spend more time selling the company than finding out how the 
student will fit into your organization? 

Is it your policy to hire as many recruits as possible, and hope some 
of them will work out all right—ignoring the $3,000 to $5,000 cost of 
each failure? 

Do you investigate the facts behind a student’s transcript, or do you 
fall into the trap of judging by the averages? 

Are you satisfied with a list of various extra-curricular activities, or do 
you satisfy yourself that the student has actually worked in the groups 
he joined? 

Do you talk to the student’s instructors? They know his strength and 
weakness, his ability to think clearly and express himself, his willingness 
to work. 
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GUIDES TO STRAIGHT THINK- 
ING. By Stuart Chase. Harper 
& Brothers, New York, 1956. 
212 pages. $3.50. 


Reviewed by James M. Black* 


This is a “how-to” and a “do-it- 
yourself” age. Everyone seems to be 
looking for answers to all kinds of 
problems—and hoping to find them 
without too much work or effort. 
Hence the unending stream of suc- 
cess-made-easy books—How to Get 
to the Top Without Marrying the 
Boss’s Daughter, How to Become 
President of Almost Anything in 
Your Spare Time. Stacked up 
against the typical literary nostrum 
of the “think big” variety, Stuart 
Chase’s new book provides a refresh- 
ing change of pace. 

Mr. Chase offers no recipe for 


“thinking big.” He simply wants - 
ple A te Maybe that’s Wo mach 
to eXpect—and maybe as a result of 
his hard-headed realism, he'll never 
be interviewed by Martha Dean— 
but he does succeed in discrediting 
the public relations pabulum with 
which politicians, progressive educa- 
tors, and Madison Avenue experts 
have been spoonfeeding America for 
too many years. 

Quoting George Bernard Shaw’s 
sardonic observation that we use our 
logic to support our prejudices, Mr. 
Chase examines 13 common fallacies 
in reasoning to prove it. In broad out- 
line, he says, these are the fallacies: 
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We overgeneralize and jump to con- 
clusions on the basis of one or two 
facts; we use the thin entering wedge, 
a special type of overgeneralizing, to 
make a prediction; we get personal 
and, forgetting the issue, attack the 
character of its defender; we use the 
“You're another!” approach; we stress 
“cause and effect—for example, 
if event “B” comes after event “A,” 
then “B” is assumed to be the result 
of “A” whether it is or not; we do not 
hesitate to make false analogies—this 
situation is like that situation though 
it may not be so at all; we clinch 
arguments by appealing to authori- 
ties, even though wise men can be 
wrong; we quote statistics; we appeal 
to the crowd, distorting the issue with 
mass prejudice; we argue in circles 
and use a conclusion to prove itself; 
we attempt to win arguments by say- 
ing that, because “everybody knows 
it is true,” it must be; we reduce 
everything to black and white, over- 
looking the shades in between; and 
we seize upon the guilt-by-associa- 
tion gambit to make a _ spurious 
identification between two dissimilar 
persons or events. 

Any fair-minded man who owns a 
radio, watches television, or reads 
the newspaper must agree that Mr. 
Chase’s bill of particulars is firmly 
based on truth. “Guilt by associa- 
tion”—how often lately have we seen 
the devastating effect of this tech- 
nique! The “cause and effect” ap- 
proach? Well, take a look at this 
argument and ask yourself if you 
have heard it: (1) The United States 
went to war during the administra- 
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tions of Wilson, Roosevelt, and Tru- 
man. (2) The Democrats are the 
war party. (3) If a Democrat is 
elected we will go to war. Now try 
this one on for size: (1) Herbert 
Hoover was a Republican and favored 
big business. (2) A depression oc- 
curred in his administration. (3) 
The Republicans favor big business 
and if a Republican is elected there 
will be a depression. 

Yes, indeed! Mr. Chase’s indict- 
ment of the failure of the public to 
reason or even to care about the facts 
if they get in the way or are hard 
to come by is borne out by the re- 
cord. It’s always easier and more 
effective to hit the public in its soft, 
emotional underbelly than to give 
them the facts. 

Of course, the twentieth century 
has been a somewhat disconcerting 
affair to date. Old-fashioned virtues 
like truth and honor, which were at 
least accepted and respected in the 
past, if not practiced, have had some 
pretty rough treatment during recent 
decades. And the always dubious 
philosophy that the “ends justify the 
means” has degenerated into the fre- 
quently too-popular point of view that 
the “means justify themselves.” 

This is an era which does not rely 
for its modus vivendion a Frank Mer- 
riwell sense of fair play, a Socratic 
love of logic or a christian feeling 
for humanity. Why appeal to reason 
when such emotional arguments as 
“We will save you from them,” “We 
will make you safe,” “We will put 
you on top,” are so much more ef- 
fective? For here we aren’t fettered 
by facts or hamstrung by truth and, 
best of all, we can start talking with- 
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out any advance preparation. All we 
need is an audience that is unthink- 
ing, lazy, prejudiced, and greedy, 
Then we can go to town. 

If you want a bullet-proof vest 
against the slings and arrows of out- 
rageous words, Mr. Chase has some 
suggestions. “Look behind cliches and 
slogans,” he advises. Don’t go around 
mouthing prefabricated bromides 
that pass as thought. And don’t, as a 
witty Frenchman remarked, swallow 
statistics like ice cream. Make a con- 
scious, effort to get the facts, and 
never accept sweeping statements as 
facts without an investigation. Keep 
a tight checkrein on your emotions, 
and beware of false syllogisms in 
your arguments. 

Guides to Straight Thinking is a 
needed book and a good one. Mr. 
Chase writes briskly and entertaining- 
ly. He does not fall into the trap he 
warns against—overgeneralizing by 
oversimplifying. He shows how the 
principles of logic are applied—or 
dodgedin-the courtroom, in the 
propaganda mill, or in politics. His 
penetrating analysis of how big-time 
propaganda makes the _ thirteen 
fallacies he warns against work over 
time is itself worth the pri price~of ad- 
mission. 

But before we jump to the con 
clusion that, because Mr. Chase can 
think and has written a guide to 
straight thinking, you, too, can think 
straight if you read his book, we must 
remind you that he has developed 
no easy way to think simply by fol 
lowing some sort of magic formula. 
Mr. Chase wants you to do your 
thinking on your owna.—— 
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BUSINESS FORECASTING IN 
PRACTICE: Principles and Cases. 
Edited by Adolph G. Abramson 
and Russell H. Mack. John Wiley 
& Sons, Inc., New York, 1956. 
275 pages. $6.50. 


Reviewed by George A. Christie, Jr.* 


Not long ago, Business Week, in 
an article on economic forecasting, 
advised that, “Every business man 
needs a witch . . . who’s at home with 
the statistics in the Survey of Current 
Business.” Drs. Abramson and Mack, 
using the case study approach to the 
problem of business forecasting, have 
now provided us with a careful tour 
of inspection through the caves of 
half a dozen prominent economic 
sorcerers and a judicious sampling of 
their assorted potions, herbs, and 
brews. 

The background is skillfully set by 
the editors in the early chapters. The 
first chapter, by Professor Mack, is a 
review of most of the popular theories 
of the business cycle. To demonstrate 
the transition from theory to practice, 
he analyzes the key elements in each 
theory and suggests ways in which 
these elements might be measured 
statistically for forecasting purposes. 
Dr. Abramson then brings the reader 
closer to the actual problem of fore- 
casting in his competent treatment of 
methodology. Discussing the tools of 
forecasting, he presents a comprehen- 
sive list of techniques classified into 
two groups: (1) those which are 
based on mechanical relationships; 
and (2) those which emphasize cause- 
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and-effect analysis. There is a need, 
Dr. Abramson points out, for refine- 
ment and further application of the 
methods in the latter group. 

The unique feature of the book, 
however, is the contribution of six 
business economists. In separate chap- 
ters, each of the contributors presents 
an individual case, according to an 
outline prepared by the editors, de- 
scribing (1) a recent short-term fore- 
cast of general business conditions; 
(2) the cause-and-effect rationale by 
which the conclusions were reached; 
(3) the forecasting techniques used; 
(4) the specific data employed; (5) 
how the general business forecast was 
translated into an industry or com- 
pany forecast; and finally (6) how 
the forecast was used. 

The six forecasts were aptly chosen 
to show variety both in technique and 
in presentation. The methods demon- 
strated include the mechanical types 
such as barometers and lead-lag in- 
dicators as well as those which view 
the immediate future as an outgrowth 
of the present and therefore stress 
plans for spending or surveys of opin- 
ions and expectations. Also repre- 
sented are techniques which attempt 
to get at the basic causes of economic 
change—econometric models, for ex- 
ample, or analyses of critical sectors 
of the economy, such as investment 
and government spending. All six 
forecasters use combinations of these 
and other techniques along with what 
is perhaps the most important ingre- 
dient—their own judgment. 

The manner in which the findings 
are reported varies. Some contributors 
express the forecast in quantitative 
terms, using one or a number of gene- 
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ral measures of economic activity (em- 
ployment, Gross National Product, 
industrial production), and so on, 
while others lean toward lengthy de- 
scription. 

Persons who are actually engaged 
in making economic forecasts will find 
the information presented in this book 
valuable in reviewing their own tech- 
niques. And for those who must rely 
upon forecasts as a basis for making 
decisions, the book offers the criteria 
for appraising the results. 

Still, something is missing. If a last- 
ing contribution is to be made to this 
field through the case study approach, 
it must be found in the common prin- 
ciples which appear throughout the 
individual cases and form the basis 
for generalization. What is needed is 
a summary chapter in which the edi- 
tors distill the six contributions and 
identify the elements of an optimum 
forecasting procedure. As it is, the 
book merely offers the reader his 
choice among forecasters — “Which 
witch called the turn?” 


PSYCHOLOGY IN MANAGE- 
MENT. By Mason Haire. Mc- 
Graw-Hill Book Company, New 
York, 1956. 212 pages. $4.75. 


Reviewed by Norman B. Hall, Jr.* 


It is the author’s thesis that “every 
manager . . . needs to be as careful 
and as thoughtful in his analysis of 
the human factors in productivity as 
he is in considering mechanical and 
financial problems.” If the thesis is 
somewhat shopworn by this time — 
certainly it is tiresomely familiar to 
practitioners in industrial relations— 
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the author makes out a good case for 
it nonetheless. One which is clear, 
understandable, and to the point. In 
deed, he explains the psychology of 
human behavior so lucidly and relates 
general principles to specific situations 
in such a way that the reader is led 
to think in terms of his own position 
and problems and cannot help experi- 
encing the “Now I see” phenomenon, 

It would be readily conceded, of 
course, that the ability to work well 
with people is an important attribute 
of the successful executive. However, 
as management comes to rely less on 
displacement to improve the quality 
of the work force and more on de 
veloping the skills and abilities of its 
existing staff, interpersonal skills ac 
quire even greater importance. It i 
well to be reminded that such skilk 
are based on well-known principles 
which many of us vse subconsciously 
and that, as the author indicates, if 
we recognize these principles and be§ 
come aware of why we succeed @ 
fail, we can change our thinking and 
behavior accordingly. 

The organization of the book makes 
for easy reading and excellent sum 
maries of each chapter are provided 
With the practicing manager as wel 
as the college student in mind, the 
author presents the theoretical com 
cepts together with their practical ap 
plications, and he handles both quit 
adroitly. 

The first three chapters deal with 
the nature of people, with their vari 
ous needs and how these can be satis 
fied, and with the superior-subordinatt 
relationship and how it can be im 
proved. There is an excellent chapter 
on the all-important subject of com 
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munication—a subject which cannot 
be ignored if our larger organizations 
are not only to survive but to be pro- 
ductive as well. 

In the discussion of training, the 
many problems involved in developing 
a successful training program receive 
emphasis and the difference in func- 
tion between line and staff emerges 
clearly. Productivity and wage-pay- 
ment plans are considered and some 
useful illustrations provided. In the 
final chapter, some of the more com- 
plex problems in industrial psychology 
are reviewed: the psychological defini- 
tion of the jobs, resistance to change, 
and the relationship of roles to the 
size, shape, and function of the or- 
ganization. 


Although there is little here that 
is new or different, the executive may 
gain some insight from a rapid reading 
of the text and a stimulus perhaps 
to review his thinking in the area. 
Employees, too, will find the text easy 
to read and the situations so recog- 
nizable that they may arrive at a better 
understanding of management’s posi- 
tion as well as their own reactions. 
However, the college student in pur- 
suit of information in this area will 
find the lack of annotated references 
a deterrence. Unfortunately, in address- 
ing his book both to supervisors at 
all levels and to college students, the 
author over-reaches himself and, like 
others who have attempted the omni- 
bus approach, falls short of his goal. 


Briefer Book Notes 


(Please order books directly from publishers) 
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POWER AND MORALITY IN A BUSINESS SOCIETY. By Sylvia and Benjamin 
Selekman. McGraw-Hill Book Company, Inc., New York, 1956. 192 
pages. $4.00. This thoughtful essay explores the moral dilemma associated 
with power. While giving considerable attention to the problems attendant 
upon America’s rise to power in world affairs, the authors emphasize the 
role of business as a power system; the necessity for co-existence with other 
power systems—the state, labor, farmer—and the means provided by the 
American tradition for reconciling power and morality. 


THE STATESMAN’S YEAR-BOOK: Statistical and Historical Annual of the 
States of the World for the Year 1956. St. Martin’s Press, 103 Park 
Avenue, New York 17, N.Y. 1956. $8.50. An encyclopedic reference 
work providing data for all countries on constitution and government, area 
and population, religion, education, social welfare, finances, defense pro- 
duction, commerce, communications, diplomatic relations, and weights and 
measures. Included also are a survey of international organizations and 
a number of statistical tables and color maps. 
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COMMUNICATION: Handling Ideas Effectively. By Roy Ivan Johnson 
et al. McGraw-Hill Book Company, Inc., New York, 1956. 361 pages. 
$4.50. This text represents an integrated approach to writing, reading, 
speaking, listening, and observing. Though addressed primarily to college 
students, it should be helpful to anyone interested in improving his com- 
munication skills. Among the subjects covered are reading ability, the 
nature and function of language, the art of discussion, writing reports 
and letters, and the development of editorial skills. 


THE QUEST FOR WEALTH: A Study of Acquisitive Man. By Robert Louis 
Heilbroner. Simon and Schuster, New York, 1956. 278 pages. $5.00. 
In this study of the origins and nature of raankind’s acquisitive drive, the 
author poses some timely and provocative questions: Why has society’s 
attitude toward wealth always been ambivalent—a mixture of desire and 
distain? Is the pursuit of gain self-defeating? Who were the acquisitive 
men of the past and how have they influenced the course of history? What 
dilemmas does our own society face in its pursuit of money? Though the 
book provides no final answers to these questions, it makes beth entertaining 
and thought provoking reading. 


HOW TO GET INDUSTRIAL AND BUSINESS PUBLICITY. By Charles E. 

St. Thomas. Chilton Company, Inc., Philadelphia, 1956. $5.00. A SPECIA 
practical handbook outlining step-by-step procedures in setting up and . 
administering company publicity operations. The approach is designed SOME 
especially for the small company and emphasizes how publicity ties in 

with building the company’s name, merchandising its product, and 

fostering better community relations. 


MARKETING 


SECRETS OF SUCCESSFUL SELLING. Edited by John D. Murphy. Prentice- Packac 
Hall, Inc., Englewood Cliffs, N.J. 1956. 238 pages. $4.95. This how- 
to-do-it book, based on the experiences of five expert salesmen, covers DEVELC 
every aspect of selling, including how to sell oneself on success by auto- 


suggestion. 


HOW TO SELL AGAINST TOUGH COMPETITION. By Harry Kuesel. 
Prentice-Hall, Inc., Englewood Cliffs, N.J. 1956. 207 pages. $4.95. 
This self-help manual for salesmen combines tips on practical psychology 
with a number of sales gimmicks such as “how to by-pass the brush-off.” 
Over 100 real-life instances of successful selling are included, and a 
series of problems labeled “What Would You Have Done?” invites the 
reader to test his skills against the actual experiences of top-flight sales- 


men. 
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OUR FLOUNDERING FAIR TRADE: An Inquiry and Case Study. By John charge, « 
Harms. Exposition Press Inc., 386 Fourth Avenue, New York 16, N.Y. ordered ; 
1956. 141 pages. $3.00. Drawing upon his own experience in admin- 
istering fair trade for a large manufacturer, the author exposes alleged 
abuses in practice as well as fallacies in theory and suggests remedial 
measures to safeguard the interests of producers, retailers, and consumers. 
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Recent AMA publications in the packaging field: 





CONTROLLING UNDERFILL AND OVERFILL 
IN PACKAGING EQUIPMENT 


The rapid increases in packaging speeds has made management in- 
creasingly aware of the need for controlling underfill and excessive 
overfill. Practical solutions to this perennial problem can help keep 
costs down and enable your company to conform to all regulations. 


In this new special report, top companies present their actual experi- 
ences in dealing with this control problem. Specific methods for 
statistical quality control in packaging-fill lines are described by 
executives of the Nestle Company, General Mills, Inc., and other 
leading organizations. 


Other reports by packaging specialists consider the legal aspects of fill 
control and special problems in handling both dry and liquid products. 


SpecIAL Report 15 $3.75 (AMA members: $2.50) 


SOME TECHNICAL PROBLEMS IN PACKAGING 


This publication features a report on how to measure printing quality 
by the use of statistical techniques. Other papers, by executives of 
Thompson Products, Inc., Libbey-Owens-Ford Glass Co., and Polymer 
Industries, Inc., discuss special methods for packaging “difficult” 
products and describe the synthesis of an adhesion policy. 


PACKAGING SERIES 50 $1.75 (AMA members: $1.00) 


DEVELOPMENTS IN AUTOMATIC PACKAGING EQUIPMENT 


Approaches to automatic packaging equipment employed by the 
Procter & Gamble Company, Buick Motor Division of General Motors 
Corporation, and General Foods Corporation. Topics include the 
adaptation of present machinery to the industrial packaging field and 
a four-part approach to machinery procurement. 


PACKAGING SERIES 51 $1.75 (AMA members: $1.00) 


Nore: These publications have been distributed as an extra service to AMA 
members enrolled to receive Research Service in the Packaging Division. If your 
type of AMA membership does not entitle you to receive these reports without 
charge, or if you wish extra copies for yourself or your associates, they may be 
ordered at the member price. 


Order from DEPARTMENT MJ, AMERICAN MANAGEMENT ASSOCIATION, INC., 1515 Broadway, 
Times Square, New York 36, N. Y. 


AMA will pay normal postage and handling charges on all orders accompanied by check or money order. Orders 
under $5.00 should be accompanied by remittance. Orders of $5.00 or more, unless accompanied by remittance, 
will be billed for postage and handling charges. Add 3% sales tax for orders to be delivered in New York City. 








































Top AMA reading on general management problems 





CONTROLS AND TECHNIQUES FOR BETTER MANAGEMENT 


This publication discusses operations research and other new mar 
agement tools and describes how they can help you make bette 
decisions. Other papers report on company experience in setting 
controls for company growth (Texas Instruments, Inc.) and fo 
coordination of research and development (Consolidated Engineerim 
Corporation). Also included are discussions of new management tech 
niques in collective bargaining, training for cost-reduction, a 
personnel testing. 


GENERAL MANAGEMENT SERIES 176 $1.75 (AMA members: $1.00, 


LONG-RANGE PLANNING IN AWN EXPANDING ECONOMY 


In this publication, executives of Litton Industries, Inc., Lockhee 
Aircraft Corp., Southern California Edison Co., and America 
Machine & Foundry Co. report on their companies’ experience with 
long-range planning, financing of growth industries, and the integ 
tion and consolidation of company acquisitions. 


GENERAL MANAGEMENT SERIES 179 $1.75 (AMA members: $1.06 


CHANGING PATTERNS AND CONCEPTS IN MANAGEMENT 


This report presents a useful theory of management based on th 
integration of motivation research with more traditional manageme 
concepts. Executives of United Parcel Service, American Telepho 
& Telegraph Company, The Maytag Company, etc., discuss this su 
ject and other current developments in management thinking. Al 
included are reports on key factors in organization planning 
prospects for management growth in the next ten years. 


GENERAL MANAGEMENT Serres 182 $1.75 (AMA members: $1.0 


IMPROVING THE CALIBER OF COMPANY MANAGEMENT 
Today’s Tools and Techniques 


In this publication, representatives of The Tremco Manufacturi 
Company and Cleveland Electric Illuminating Company report ‘ 
specific procedures used to improve executive performance in thé 
organizations. Other papers discuss the return-on-investment conce 
as a tool for decision-making, how to develop the managerial skills @ 
technical specialists, and how to build an operations research teal 


GENERAL MANAGEMENT SERIES 183 $1.75 (AMA members: $1.0 
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Order from DEPARTMENT MJ, AMERICAN MANAGEMENT ASSOCIATION, INC., 1515 Broad ae 
Times Square, New York 36, N. Y. a 
AMA will pay normal postage and handling charges on all orders accompanied by check or money order. 


under $5.00 should be accompanied by remittance. Orders of $5.00 or more, unless accompanied by remitt 
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